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Greetings to the American Transit Association 


Convention, White Sulphur Springs, W. V., 
September 22-26 





“Bute here’s something that every electric 
utility executive...” 

“Har-umpf! I just can’t wait.” 

“But, Mr. Watts! Did you know that 97 
families out of 100 serve coffee at least 
once a day?” 

“You stagger me, Miss Patterson. But what's 
that to do with...” 


“Everything! A nation of coffee drinkers has 
got to have glass coffee makers.” 

“Don’t ramble.” 

“I’m not rambling. This book shows that 
scads of families have irons and toasters and 
vacuum cleaners, but only 17% have glass 
coffee makers.” 


“Hmmm! The light dawns, Miss Patterson.” 


“lM NO 
BOOK AGENT, 
MR. WATTS - -” 


“You haven't heard anything yet. A cleaner 
adds only 24 KWH oo the load, a toaster 
only 30, an iron only 80 — but a Silex Glass 
Coffee Maker with Anyheet Control adds 
97 KWH. And how'd you like to know 
the KWH we could add to owr load for the 
next five years by pushing Silex? 

“Miss Patterson, where'd you get that book?” 
“The Silex representative. He's waiting 
outside right now.” 


“Hmmm... load building. Show him in!” 


Yes ...Show Him In 


In 5 minutes your Silex representative will 
take you through the “Silex KWH Campaign 
Book” and prove that Silex promotion can 
put more KWH on your load than any 
other small appliance except a roaster. 





Every Electric Silex has 


a “Self- Timing”’ Stove! 


p It's an exclusive Silex feature, patented so 
others can’t copy. Women love it... makes uni- 
form, better-tasting coffee every time. All electric 
Silex Glass Coffee Makers have ‘“Self-Timing” 


BRETTON BLACK 
ELECTRIC MODEL 
with wide neck 
for easy 
cleaning 


Stoves. And electric models are priced from $4.95 $495 retail 


to $ 29.95. Illustrated, 8-cup, black trim... 
PYREX BRAND GLASS USED EXCLUSIVELY 


Se 4L€ X 


0A0t mame StarsttaeD © 8 Car Ore, 








THE SILEX COMPANY ... HARTFORD, CONNECTIC 


Creators of the Glass Coffee Maker Industry 
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s Companies Approve VAIS 


ARBER REGULATORS 


thy do so many Gas Companies recommend the use of genuine Barber 
re Regulators? Because, in a control device so important to safety and 
conomy, the public service utility feels a high degree of responsibility 
ds the customer. Gas companies know that Barber Regulators, like other 
r products, have a long record of reliable performance. 


Barber Regulators are of proved design and construction, highly responsive 
to pressure variations. Only the most durable materials, capable of continuous 
service, are used. Bronze bodies, brass operating parts, phosphor bronze springs, 
fine sheepskin diaphragm. The greatest regulator value you can obtain, Barber 
is also styled to harmonize with modern appliance design. YOUR customers will 
appreciate Barber advantages. 


Ask for current 
Catalog and Price 
List on Barber 
Conversion Burn- 
ers, Appliance 
Burners and Reg- 

Certified by A. ulators. 

G. Test- 

ing Laboratory. 

Sizes 4” up. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER oscssune REGULATORS 


t Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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MERCHANDISE MANAGERS 


or others in Public Utility Companies who are in- 


terested in the sale of appliances are invited to send 


for three case studies of 


SELECTIVE 
SALES AND ADVERTISING SYSTEMS 


PUBLIC UTILITY COMPANIES 


—two for electric light and power companies and 
one for a gas light company. Two of the systems 
described use the punched hole method of selection; 


one the color method of selection. 


Requesting this systems material will carry no obli- 


gation of any kind. Please address: 


Systems Department 


THE ELLIOTT ADDRESSING MACHINE COMPANY 


157 ALBANY STREET 
CAMBRIDGE, MASS. 
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s this issue is being distributed, mem- 
bers and delegates of the American 
Transit Association are doubtless making final 
arrangements for their forthcoming annual 


convention at White Sulphur Springs, W. V. 


It is good to know in this day of change anc 
trouble that the men whose business it is to 
move the masses in our American cities still 
find their industry intact and thriving. 


THE transit industry is one proud in tra- 
dition and alert to the changes which are 
constantly required to serve the American 
public comfortably and efficiently and in truly 
modern fashion. Reflecting something of this 
spirit is an article in this issue on the rise 
and fall of the trolley car by JAMES BLAINE 
WALKER (beginning page 406). 


Tuis author is well known to readers of the 
FortNIGHTLY for his long and distinguished 
service as secretary of the National Asso- 
ciation of Railroad and Utilities Commission- 
ers from 1917 to 1934. During approximately 
the same period he was secretary of the New 
York Transit Commission and its predeces- 
sor, the old New York Public Service Com- 
mission for the first district. Mr. WALKER is 


E. F. DOWNS 


Superhighways can be justified only when 
potential toll collections make feasible revenue 
bond issues to finance construction. 


(SEE Pace 396) 
SEPT. 26, 1940 


HERBERT COREY 


Merger is the bus man’s answer to the “Bal- 
kanizing” influence of interstate restrictions. 


(SEE Pace 387) 


now engaged in private practice as a transit 
consultant in New York city. 


¥ 


© gee of the curious quirks of human nature 
noticeable in recent times is the rising 
tide of sentiment over the Vanishing Street 
Car. We hasten to add that the news of the 
final demise of the street car is probably 
exaggerated to a large extent. Yet we must 
face the reality that a considerable amount of 
transit trackage has been abandoned during 
the last decade. A considerable amount of 
additional change is in prospect, especially in 
the smaller cities and in the very large cities 
where surface traffic is forcing mass trans- 
portation carriers to go underground, 


But the public has grown so accustomed to 
some of the old-fashioned flat wheelers 
that life just doesn’t seem the same in the old 
home town when these sturdy coaches no 
more rock their way gaily down Main street 
to the accompaniment of the steady beat of 
the motorman’s gong. “Last ride” clubs have 
been organized in numerous places to par- 
ticipate in the death watch of these faithful 
servants, 


OppLy enough, these last ride celebrations 
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RILEY STEAM GENERATING UNIT 


Installed in the plant of 


A Large Texas Utility 





“Bal- 


tions. 


| ee : 
; , d ' 





250,000 Pounds of Steam per hour. 975 lbs. Steam 
Pressure. 910° F. Steam Temperature. 


Riley Boiler, Superheater, Steam Temperature Control, 
Economizer, Air Heater, Water Walls, Steel Clad 
Insulated Setting. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
8T. LOUIS CINCINNATI HOUSTON CHICAGO  8&T. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


PEs - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
VERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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seem to be patronized in great measure 
by people who have not ridden on a street car 
more than a half-dozen times in the last few 
years. In New York city there has sprung 
up a militant organization which is demand- 
ing that Mayor LaGuardia cease and desist 
from his further annihilation of surface 
trackage. These Save-the-Street-Car clubs 
stress the bouncing, odoriferous qualities of 
some busses. They have been known to get 
quite indignant at their meetings over the ap- 
proaching demise of the surface trolley in the 
metropolitan area. 


SucH sentimental attachment has taken a 
more practical turn with the growth of 
trolley diners on the public highways where 
many a superannuated trolley coach has found 
a pleasant haven, spending the balance of its 
days amid the aromatic environment of hot 
coffee and steaming hot dogs. 


WE noticed in a Boston paper the other day 
where a senior at Harvard had bought up 300 
feet of trolley track and.a single open (sum- 
mer style) trolley car for the construction of 
a private railway line at his home in Kenne- 
bunk, Maine. There are no stations nor regu- 
lar passengers on this private trolley line. It 
is simply operated for the personal enjoyment 
of the Harvard youth, his classmates, and 
neighbors around Kennebunk. The owner has 
made such a hobby of trolley cars that he 
boasts a collection of 3,000 pictures of prac- 
tically every variety in this country and in 
Europe. 


¥ 


ETTING down to more mundane transpor- 
tation affairs, we present a thought- 


JAMES BLAINE WALKER 


In another quarter-century the old trolley car 
will be in a class with the cigar store Indian. 


(SEE Pace 406) 
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EDITORS (Continued) 


provoking article by a newcomer to these 
pages on the subject of the future trend in 
transportation and highway economics, The 
author is E. F. Downs, Chicago engineer and 
statistician, who has specialized in utilities 
and transportation. The highway studies dis. 
cussed in this article were a by-product of 
public transportation studies and_ investiga- 
tions in Middle West cities. They have since 
gained him the reputation of being something 
of a pioneer in highway economics. 


¥ 


BY way of making this issue unanimous for 
our transportation readers, the lead-off 
article by HerBert Corey, veteran Washing- 
ton commentator, is devoted to the troubles 
of the bus man. Congress has only recently 
enacted legislation placing the water carriers 
along with the motor carriers under the regu- 
latory wing of the ICC, with a view to elimi- 
nating unfair competition with the railroads, 


NEEDLESS to say, the bus and truck indus- 
tries have felt regulatory restrictions, espe- 
cially those which have tended to build up a 
state line into a virtual international boundary 
as far as motor carriers are concerned. Fortu- 
nately for the industry, this burden seems to 
be passing, but there is still much talk in the 
air of consolidations, mergers, and sales, ac- 
cording to Mr. Corey. 


¥ 


| our next issue (October 10th) we hope 
to have something of special interest for 
the gas industry, which is scheduled to con- 
vene at Atlantic City, New Jersey, the week 
of October 7th for its twenty-second annual 
convention. 


¥ 


Page soa the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


Tue Nebraska commission, in valuing 
street railway property for rate making, has 
considered several depreciation questions, in- 
cluding the problem of obsolescence because 
of changes in mass transportation. (See page 
25/.) 


A FEpbeRAL court has sustained a trustee in 
bankruptcy in an injunction suit against un- 
authorized taxicab competition. (See page 
290.) 


A LOAN by a registered holding company to 
a subsidiary street railway and bus company 
has received the sanction of the Securities and 
Exchange Commission. (See page 294.) 


oo 
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Wherein Hiftory if Writ 
and a Promife for the Future Pledged 


(The past five years have witnessed 
yclonic upheavals in world events. 
(The past five years have likewise 
sitnessed tremendous changes in the 
id accepted standards of Public Util- 
ties operations and profit margins. 
(For those of you in Pub- 
ic Utilities, Remington 
Rand has printed the story 
ithe development of new, 
ignificant products that 
wntribute mightily to the 
increased efficiency of man- 
YEMENt. 20 20 2 2 2e 28 2 
(Told is the story of one hundred 
tsearchers, engineers, scientists, who 
mually expend $350,000 in their 
quest for ever-better office equipment 
ind machines . . . forcing the cost of 
iperation down and down. 2262028 
(Told and pictured is the tangible 
‘idence of how Research gets Re- 


sults. It is the written history of Rem- 
ington Rand’s contributions to the 
science of improved methods of man- 
agement during the past five years. 2» 
( Now being created in the minds of 
our researchers, engineers, scientists 
at Remington Rand labo- 
ratories at Elmira, Ilion, 
Tonawanda, Brooklyn and 
Marietta are the new pro- 
| ducts Public Utilities will 
| require and use five years 
4 hence...thereby is our pro- 
' mise forthe future pledged. 

* * * 
€ Copies of this booklet ‘‘Ten New 
Stories of a Modern Pioneer’’ will be 
sent Public Utilities personnel inter- 
ested in increasing efficiency, lower- 
ing operating costs and improving 
management control. Simply write. 
No obligation. Remington Rand Inc. 


REMINGTON RAND INc. BUFFALO, NEw YORK 
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ACCEPTED- iioerenpasier 


gineering executives purchase equipment on demonstrated performance. That's why en- 





ineers in every conceivable industry purchase Vulcan and the reason why Vulcan was sold 
forty-three states, every Province of Canada, Porto Rico, Territory of Hawaii and eleven 
yeign countries during the past year. The following partial list of representative contracts 
1939 demonstrate the popularity of Vulcan among engineers in every type of industry 
» have taken the time to investigate the reasons for Vulcans rugged dependability. 
any of these contracts are repeat orders, real evidence that Vulcan gives highest satis- 


ction. 





Socony Vacuum Oil Co East St. Louis, Mo. Container Corporation of America 
Town of Albion Albion, Indiana Circlesville, Ohio 
Pairpoint Corporation New Bedford, Mass. Commodore Perry Housing Project. ..Buffalo, N. Y. 
Charleston Navy Yard Charleston, S. C. DeKalb State Teachers College DeKalb, Ill. 
U. S. Naval Academy Annapolis, Md. United States Shoe C Norwood, Ohio 
Metropolitan Life Insurance Co....New York City The May Company Cleveland, Ohio 
Park Chester Housing Development United States Naval Hospital...San Diego, Calif. 
Griesdieck Western Brewery Belleville, Il. Frankford Arsenal Philadelphia, Penna. 
Minot Normal School Minot, N. D. Central Park Pumping Station 
Southland Paper Mills Lufkin, Texas Virginia Public Service C 
Bethleh Steel C Leb . Penna. Atlas Powder Company A 
Norfolk Navy Yard le City of Fairmont Fairmont, Minn. 
Fairmont bers | Light Co be Froedtert Grain and Malting Co..Milwaukee, Wis. 
Evenson and Levering Company....Camden, N. J. Sonoco Products Company Garwood, N. J. 
Socony Vacuum Oil Company Brooklyn, N. Y. Sheridan Brewing Company....Sheridan, Wyoming 
City of Bellefontaine Bellefontaine, Ohio City of Fort Collins Fort Collins, Colo. 
Gallinger Hospital Washington, D. C. Ingenio Riogaila....Buenaventure, Columbia, S. A. 
Colorado State Agricultural College South Carolina Electric and Gas Co....Parr, S. C. 
Fort Collins, Colo. American Woolen Company Fulton, N. Y. 
Navajo Agency...........- Ft. Defiance, Arizona Keystone Public Service Company.Oil City, Penna. 
Victor Chemical Company....Mt. Pleasant, Tenn. Alabama Power Company Chickasaw, Ala. 
McChord Field, U. S. Army....Ft. Lewis, Wash. Pennsylvania Power and Light Co. 
B. F. Goodrich Company Clarksville, Tenn. Harrisburg, Pa. 
Canadian National Railways.Winnipeg, Man., Can. Holyoke Gas and Electric Co. Holyoke, Mass. 
Carnation Compny Sherbrooke, Sucbec, Can. Durkee Famous Foods hicago, Ill. 
Alexandria Steam Generating Co...Alexandria,Va. Blanton Company...........++++s+ St. Louis, Mo. 
South Porto Rico a ngo, Dom. Rep. Comtinental Diamond Fibre Co. .Bridgeport, Penna. 
George Ziegler Company Milwaukee, Wis. Westinghouse Electric and ay ey ou 
Atlas Powder Company Stamford, Conn. PERT, TANG, ~ 
Colorado State Capitol Denver, Colo. Libby, McNeill and Libby Chicago, Ill. 
Hercules Powder Company Hercules, Del. Vanadium Corporation 
U. S. Military Academy West Point, N. Y. Philadelphia Electric Company....Chester, Penna. 











ian Soot Blower Corporation does not of service, making unnecessary frequent serv- 
hid down to a price. Vulcan builds into their icing—and when service is required, skilled 
ope thirty-seven years of experience; field engineers on their rounds, offer it gladly 
iid by highly skilled engineering and plant to maintain your Vulcan equipment in top 
wsonnel of long service, using the highest condition. Ask the Vulcan Sales or Field En- 
be material that hard exacting service has gineer WHY Vulcan MUST build into their 
wmonstrated is the most practical for its equipment the most rugged, trouble free, 
bupose. The result is trouble free, long years lowest maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
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EpITORIAL STATEMENT 
Forbes. 


Davwp J. Guy 
Engineer, Natural Resources De- 
partment, Chamber of Commerce 
of the United States. 


Epitror1AL STATEMENT 
Industrial News Review. 


Epitor1AL STATEMENT 
Traffic World. 


WENDELL L. WILLKIE 
Republican presidential nominee. 


Burton K. WHEELER 
U. S. Senator from Montana. 


EpirorRIAL STATEMENT 
Broadcasting. 


Davip I. WaLsH 
U. S. Senator from Massachusetts. 


Rosert E. STILLMAN 
Writing in The Investment 
Dealers’ Digest. 


WALTER M. PIERCE 
U. S. Representative from Oregon. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“Too many politicians are long-winded rather than 
long-sighted.” 
ca 


. the TVA system, as developed, was never de- 
signed to operate under strain.” 


“ 


¥ 


“TVA... has cut cents from the power bill by adding 
dollars to the tax bill.” 


¥ 


“.. the trucks are learning from the railroads how to 
use large adjectives and exaggerated statements.” 


e 


“Government has never created an invention, never 
founded an industry, and never successfully operated a 
business.” 


¥ 


“T have seen Congress, willy-nilly, jump through the 
hoop, and, under any circumstances, vote for anything 
the President wants.” 


¥ 


“It is the patriotic duty of the broadcasting industry 
voluntarily to shape its operations in such fashion as to 
give our government the maximum service of which it is 
capable.” 


¥ 


“Though we are not tonight in the conflict of war, we 
are certainly in conflict with dangerous proposals, new 
theories, the adoption of which may make our plight 
worse than that of war.” 


¥ 


“Bankers will tell you in and out of season that theirs 
is a profession, that public relations must be on the high- 
est ethical plane at all times, that never must the public 
faith in banks and bankers be abused.” 


¥ 


“The public plants must be the pathfinders and yard- 
sticks, and regulation should competitively meet the over- 
all standards so successfully set by these public plants, or 
regulation must give way to complete public ownership.” 


12 
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r than 


rer de- Nb waleercs eatleel ; Who in your office is responsible for 
Machenical Methods | i keeping informed about new 
machines, features and applica- 
tions that might save time, effort 
and cost in office work? 


adding — oo Typical of the savings being made 
ee by both large and small concerns in 
every line of business are these: 
10w to 
$125.00 A MONTH SAVED ON COST OF 

KEEPING PAYROLL RECORDS 


A small concern saved $125 a month by 

a “ : tis installing a new Burroughs to write ree 

never x . oe { a : lated payroll records in one operation. 
ated a ee ; 

AVERAGE ANNUAL SAVING OF $7,455.81 

Analysis of 34 recent installations of new 

Burroughs statistical equipment showed 


xh the : u — ~ that each averaged an annual saving of 
? ‘ ¢ $7,455.81 from an average investment of 
ything : $7,808.82—a 95.5% return on each invest- 


ment in new Burroughs equipment. 


SAVED $118,462.88 IN PURCHASE PRICE 


dustry te ze In buying 754 Burroughs Calculators, one 
concern saved $118,462.88 because the 
1 as to . een ae : Burroughs range of calculators is so com- 





h it is 5.8 shor Ac plete that the exact style and size re- 
‘ : < quired for each desk could be purchased 
—without overbuying! 












































ar, we \ : Who in your office should keep 
y iil j abreast of Burroughs developments 
ght / P : : 
pus and their application to current 
Burroughs makes available to every line of problems? Send us his name and 
business information about new Burroughs e - inf f 
machines and developments, and their ap- we will keep him informed o 
‘* plication to current accounting problems. 
theirs new ways to save on office work. 
high- gis Z 
public 
iS ‘ BURROUGHS ADDING saponin COMPANY 
Ss 6152 Second Bivd., Detroit, Michigan 
< ‘ DOI should lik pl fe di 1 ly: 
4 d ing to. 
y ard- o | Please place the following name on your list to receive 
over- about new 
ts, oF nee - 
ship.” _ POE THE woRK " Less TIME + WITH LESS EFFORT + AT LESS cost Address 
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14 REMARKABLE REMARKS—( Continued) 


Lister HILL 
U. S. Senator from Alabama. 


Rosert Teviot LIvINGSTON 
Director of education and commer- 
cial research, Long Island 
Lighting Company. 


C. W. Lerny 
Editor, Electric Light and Power. 


ExLmo Roper 
Consultant surveyor of industry 
and business for “Fortune” 
magazine. 


Excerpt from Statement on Life 
Insurance filed with Temporary 
National Economic Committee. 


S. B. WILLIAMS 
Editor, Electrical World. 


Epitror1AL STATEMENT 
Electrical World. 


Mitiarp R. Typincs 
U. S. Senator from Maryland. 
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“The scientific progress of man has made the world 
small, That progress turned to war by the dictator nations 
has placed the United States in peril.” 


¥ 


“Tt has often been said that good public relations are 
merely applied common sense. Yet it is more than half 
true that common sense is the most uncommon thing in 
business.” 


¥ 


“It is far too much to hope that economies in all phases 
of utility operations can compensate for the dual inroads 
upon net income that are made by lowered rates and ris- 
ing costs.” 


¥ 


“... it seems to me that you [gas industry] have got 
a commodity here which the public has judged quite 
highly ; but your exploitation of that commodity has not 
been such as to make the public believe that they are for- 
ever to be permitted to use it.” 


¥ 


“The long record of life insurance companies shows 
that continuity of management has not resulted in irre- 
sponsibility, neglect, or wrongdoing, but has been so effi- 
cient and progressive as to bring about a steadily increas- 
ing and widespread, public confidence.” 


¥ 


“it does not appear as though this matter of extra 
investment to serve the purely defense load .. . is going 
to be particularly bothersome to the utilities. When the 
preparations for defense shall have been completed it is 
expected there will be an over-reserve of generating 
capacity.” 


¥ 


. . even though the utility industry must be vigilant 
and competent to protect itself from sabotage and spy- 
ing, and thus of necessity must exclude the public from 
its properties, let us hope that the ‘Keep Out’ complex 
will not become so firmly ingrained that it cannot im- 
mediately be thrown off when the hard days are past.” 


¥ 


“If the spring in the lock of an artillery piece, or in 
the lock of a machine gun, breaks, the gunner has to 
know how, in the pitch black of night, to take his screw- 
driver or other tool and take the lock apart, put the 
pieces down on the ground, put a new spring in, fit the 
lock together again, and get it back in his gun so that he 
can shoot the gun. Just that little phase of the matter 
cannot be learned in one or two or three days. It takes 
weeks of training, blindfolded, to learn how to do those 
things.” 


“ 
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YOUR BUSINESS JUSTIFIES THE COST OF 


MECHANICAL ACCOUNTING 


IT NEEDS THE EFFICIENCY OF 


ESTON’S MACHINE POSTING 
LEDGER ana INDEX 


Two papers made by Weston, the ledger 
paper specialists, expressly for machine 
bookkeeping card records and forms. 
Available through your printer, form sup- 
plier or distributor of Weston papers. 


Ledger 


For Forms. One-way grain direc- 
tion makes forms stand straight — 
special finish is smudge-proof, 
clean erasing — forms are easier 
to sort and file. Made in Buff, 
subs. 24, 28, 32 and 36; in Green, 
subs. 24 and 32; and in White, 
Blue and Pink, sub. 32. 50% cot- 


ton content. 


Index 


For Cards. Its ledger finish pro- 
vides excellent writing, erasing and 
typing qualities. Tabs retain their 
snap. Made in Buff, White, Blue, 
Ecru, and Salmon in 180M, 
220M, 280M and 340M; in 
Green, Fawn, Cherry and Canary 
in 180 M and 220 M; and in Pink 
180 M (basis 25144 x 3014). 50% 


cotton content. 





DO YOU BUY PAPER? Then you should read Weston’s Papers, a publication 
packed with news and information of interest to paper buyers. To receive copies 


regularly, write 





those BYRON WESTON COMPANY, DALTON, MASS., Dept. c) 
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AT RIPLEY STATION 


| .. it was natural that this station would 
be operated at high output and high load 
factor. This premise made high availabil- 
ity and good operating economy funda- 


mental design requirements.” 


From an article in Southern Power and Industry 
describing the performance at Ripley Station. 
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» ANOTHER EXAMPLE OF HOW 


COMBUSTION ENGINEERING’S 


VU STEAM GENERATOR 


EXCEEDS EXPECTATIONS 


PRA nce 


AAEM ce 


Another example of how well the VU Steam 
Generator is suited to the requirements of 
public utility operation is offered by the rec- 
ord of performance at Ripley Station, recent 
addition to the facilities of Kansas Gas and 
Electric Company. 

The quotation at the left from a recent. 
magazine article tells what was expected of 
the installation as fundamental require- 
ments. The record of operation during 1939 
shows how these requirements were not only 
attained but even exceeded by the two VU 
Units which comprise the entire steam gen- 
erating equipment of Ripley Station. Each 
of the units has a capacity of 160,000 Ib of 
steam per hr; design pressure of 725 Ib; 
total steam temperature of 835 deg. 

Station availability for the full year was 
91%. Even better is the record of the last 
five months during which availability 
reached 99%. The expected over-all boiler 


efficiency of 83% was exceeded with the 
records at Ripley Station showing an 
average of 84.1% as the result of the 1939 
operation. The satisfactory performance is 
summed up in a quotation from the article 
mentioned above, “The 1939 record for 
8,000 hours operation, at 62% load factor 
and 79% operating capacity factor, ex- 
ceeded the designer’s expectation.” The 
economy of the performance is evidenced 
by the fact that heat consumption per kw hr 
output was less than expected. 

What effect this kind of performance has 
on the popularity of the VU Steam Genera- 
tor throughout industry is proved by 1940 
contracts. At the end of the first eight months 
of the year a total of 36 units had already 
been ordered. These VU Units range in ca- 
pacity from 30,000 to 300,000 Ib of steam 
per hr. In the aggregate they have a total 
capacity of 3,400,000 Ib of steam per hr. 
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...90 they invested $40,000 more 
and gained a valve bargain 


A costly pipe line was recently installed involv- recommendations. “A single valve failure co 
ing the purchase of valves running into six fig- cost us more than $40,000,” he comment 
ures. Valve bids were called. The Nordstrom “Personal injuries as well as material losses q 
Valve bid was approximately $40,000 more than occur. Who will take the responsibility? Sog 
for ordinary valves. The purchasing board fa- of these valves won't be closed once in five yes 


vored the lower quotations. then, no doubt, only for an emergency. A val 
“Td like to see us choose Nordstroms, but $40,- with exposed seats might corrode. Stuff can 
000 is a lot of money. Maybe we had better save tle in the recesses, so it can’t close tightly. Fro 
it and take a chance,” declared one of the officials. my observation Nordstrom Valves will alwa 
“Hi'm, there must be a good open or close, no matter 
reason why Nordstroms are so how many years they are 
extensively adopted for pipe touched,” he declared. 
lines,” commented a director eter This set the officials to thi 
of the company. “But,” he 7 ing. They investigated. 
continued, “I think we can use f 
the cheaper valves. They 
won't be operated more than 
once or twice a year, maybe 
not that often.” 


The result? Nordstrom wo 
the order. Yet, even thoug 
the valves cost $40,000 mos 
the savings in upkeep and 
A : safety insurance for decades 
Finally the Line Superinten- 7 1 ip ee ee tacos come will far offset this ex 


aes : Cho Nordst 3 eee 
dent was invited to present his Thep heed ubieod down, initial investment. 


MERCO NORDSTROM VALVE CO. 


cA Subsidiary of pitTsBURGH EQUITABLE METER CO. 


WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
iiinishass Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 


New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. 
Canadian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 


Nordstrom Plug Valves * Nordstrom Air, Curb and Meter Cocks * Nordstrom Valve Lubricants * 
* EMCO Gas Meters * EMCO-McGaughy Integrators * EMCO Regulators * Pittsburgh Meters for 
* Gasoline, Grease, Oil, Water and other Liquids * Raybould Couplings * Stupakoff Bottom Hole Gauges 
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Dig at EXTRA Profits with 
“CLEVELANDS 











CLEVELAND — aa CLEVELAND 
Model 95 oe Mode! 110 


hud — 


the REASON 


Every foot of trench ae WN S * CLEVELAND 
machine dug means arkce Model 140 
money saved. And ' . ae 

‘Clevelands” speed up 

practically every operation incidental to mechanical trenching. 


Compact, fast, flexible, and with all dead-weight eliminated, yet powerful and 
mugged enough for the toughest task, in any soil or on any terrain “Clevelands” 
t into more jobs assuring most “machine-trench” at least cost. Prove their value 
on your own work. Write today for details. 


A big time-saving “Cleveland” 


pogo ~~ Rea gaa THE CLEVELAND 
TRENCHER COMPANY 


**Pioneer of the Small Trencher" 


20100 St. Clair Avenue 
Cleveland, Ohio 
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*- So simple, quick and 
i A convenient in operation 
as literally to out-mode 
all other typewriters... 
IM Only Royal has it! 





BY EVERY COMPARISON, 
the New Easy-Writing Royal is 
the most modern of typewriters. 
It includes every worth-while 
improvement to make typing 
easier, faster and more accurate. 
The operator finds that it helps 


THE OLD, HARD WAY her to produce more with less 


is a burden to the typist. effort. The executive notes a 
It requires awkward, an- MAGIC MARGIN, the 


nsying eperations when- sharp reduction in typing and typist merely touches a 
ever she “sets a margin.” maintenance costs. Give Royal tiny lever, positions the 


It is a time- and effort- carriage and — presto — 
nett sagittis ape THE DESK TEST. In your own the margin is set the 
finger-tips and eyes. office . . . Compare the Work! quick, automatic way! 


. - - AND NOW, WITH 


*Trade-mark Reg. U. 8. Pat. Of. 


pre yeep 








JL wortp’s No. 1 TYPEWRITE 


{ fe 


eee: 
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59TH ANNUAL CONVENTION 


American Transit Association 


WHITE SULPHUR SPRINGS ® WEST VIRGINIA ® SEPTEMBER 22-26 


For the 59th successive year, the men responsible for the operations 
of the city passenger transportation systems of the United States and 
Canada will gather together for common counsel and consultation at 
the A.T.A. Convention—held this year at the Greenbrier Hotel, White 
Sulphur Springs, West Virginia, September 22 to 26. 


Principal objective of the 1940 gathering will be the determination 
of ways and means through which transit organizations can best aid 
in the national defense program. 


And, as always, there will be four days of intensive business ses- 
sions touching every department of the transit company—each jam- 
packed with valuable new information on current operating, mechanical 
and financial matters. 


Among the highspots of the program are the following: 


% A New Plan for Coordinated Sales Activity 

%* Premiere of "People Come First," New A.T.A. Color Movie 

% Results of Public Opinion Polls on Bus Service 

% Engineering Developments in Equipment, Track, Power 

% S.E.C. Accounting Requirements 

%& New Methods of Purchasing and Stores Control 

% Defense of Blind Accident Claims 

3% Bus Clinics on Driver Training, Lubrication, Brakes, Transmissions, Fuels 
and Diesel Engines 

% New High-Speed Interurban Cars 

% Two-Way Radios for Transit Supervisory Forces 

%* Transit Cooperation in the National Defense Program 


American Transit Association 


CHARLES GORDON, Managing Director 


292 Madison Avenue New York City 
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CHEVROLET TRUCKS 
... for 1940 


For the 6th time in the last 8 years, the nation’s truck 
buyers, by their orders, have awarded to Chevrolet first place 
in truck sales. 


Official 1940 registrations tell the story. The latest figures 
(for the first five months) show 84,167 Chevrolet truck registra- 
tions. That is 15,196 more than for the make in second position, 
and 53,163 more than for the third place make. Incidentally, 
it’s a gain of 10,042 units for Chevrolet over the corresponding 
figures for 1939. 


Chevrolet is the leader in sales because truck buyers are 
wise buyers—because they chose the truck that leads in earn- 
ing power, in reliability, in value. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 
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Because — Trident Meters mean an efficient economical Water bee 
Efficient Trident operation insures accuracy at all rates of flow, many 
of service at least expense. The Trident-Metered customer Pays only hi 
share of water expenses. Charge for water is equably distributed ove 
gallonage actually used. Unregistered water cost and high maintenance 
not be made up for by higher water rates. 


SATISFIES | 


Because — Trident Water Meters minimize operating cost, improve ope 
results. Interchangeability of construction makes possible extremely Iq 
ventory for replacement parts ...no obsolete parts carried for old mod 
new parts fit all models. Depreciation and maintenance virtually elimi 
for improved interchangeable parts make even forty-year-old Tridents 
as when new — or better! 


ea. T Hh * we 


Because — Trident simplicity, combined with the perfect fitting of unit re 


MAINTENANCE 
MAN 


ment parts, saves maintenance men time in repairing these meters. Trident 
changeability of unit parts saves the trouble of searching for the right pa 
any particular model. The result is, better testing meters, at lower mainte 
cost, both for labor and materials. 


I aus: 


Because — The Comptroller is interested in seeing that Water Department 
are cut and income is increased ...in making this department not a b 


on the taxpayer, its rates reasonable, the market for water bonds strong. Ti 


_ Water Meters through maintained accuracy, develop maximum water rev: 


Interchangeability of parts cuts depreciation, and frees capital otherwise 


_ Up in spare parts for old models. 





COMPTROLLER 


NEPTUNE METER COMPANY « 50 West 50th Street, NEW YORK CITY 
& Branch Soe CHICAGO, SAN FRANCISCO, PORTLAND, ORE., DENVER, 
RAN SS bal p i 
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Wilson, Herring and Eufsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems of 

public utility regulation in the United States, 
vith emphasis upon the expanding role of the Federal 
Government in the regulation of public utilities, its 
ativities in undertaking power projects and pro- 
noting rural electrification, and the issues involved 
in governmental ownerships. The well-rounded treat- 
nent and critical viewpoint will be of aid to all who 
ae interested in evaluating the present status of 
public utility regulation, its strengths, weaknesses, and 
significance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 
Munsey Bldg. Washington, D. C. 











DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


Efficient Tree Trimming 


@ Low Unit Costs 

@ Widely Available 

@ Expert Workmanship 
@ Thorough Reliability 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 

















HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 





Bolting the Spiral Casing before Riveting 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 


NEWPORT NEWS, VA. 
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Dictograph Intercommunicating Equipment being used by Customer Contact Clerk in securing credit veri- 
fication from History records. Loud Speaking Equipment allows both hands of History Clerk free for 
handling necessary records while relaying information. 


IMPROVE YOUR 


CUSTOMER CONTACTS 


How rapidly can your Contact Clerks take 
care of service applications .. . bill ques- 
tions . . . complaints? 

How satisfactorily to your customer? ... Do 
your transactions pass the "peak load test"? 


Unless your Company has a perfect score on these questions you will 
want to know more about the Dictograph Customer Contact System. 


Specially designed Dictograph Intercommunicating Equipment for Con- 
tact Clerks provides instant entree to Credit, Meter Records, Service 
and Unit book information. Green and red signals bring back Credit 
approval or rejection,—swiftly . .. silently! Loud speaking Dicto- 
graphs for Credit and Service Clerks permit use of both hands for 
record references, enabling personnel to check records speedily and 
accurately during peak periods. 


Existing record facilities can be linked up to centralized Customer Con- 
tact Clerks by means of Dictograph. Applications, Duplicate Bills, 
Comparative Readings, High Bill Complaints, Discounts, etc., can 
be efficiently and speedily handled. 

May we have our Special Utility Representative call to discuss your 

problem with you .... no obligation. 


DICTOGRAPH SALES CORPORATION 
580 Fifth Avenue, New York 
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HOOSIER ENGINEERING COMPANY 
CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 

Canadian Hoosier a ag Company, Lid. | 


[RECTORS OF TRANSMISSION LINES! 
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“There’s POWER behind (Mol buss aaa 





“A sharp saw, teeth running a mile a minute, ‘zings’ 
right through a piece of cordwood. Slowing it down 
is like working with a dull saw. You’re wasting time.” 
Full speed demands full voltage. Low voltage means 
a dropping off in power as the load increases and, often, 
a burned-out motor. You need ample conductivity in 
power lines, the kind of conductivity you get with A.C.S.R. 
To ample conductivity, A.C.S.R. adds high strength, 
resistance to corrosion and an enviable performance 
record. A.C.S.R. lines are reasonable in first cost and 
easy on maintenance. ALUMINUM COMPANY OF AMERICA, 
2134 Gulf Building, Pittsburgh, Pennsylvania. 
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ETL test gives 


PUNISHMENT 
THAT ONLY 
YEARS COULD GIVE 





Through repeated automatic lifting 
... twenty-five times a minute, this 
fatiron is taking a mechanical “abuse 
est,” undergoing treatment that it 
would receive only in years of ordi- 
try use. Thus, E.T.L. pre-determines 
ality ... ability to stand up under 
atual operation. 

‘But why should this interest the 
public utility ? 

‘E.T.L. is prepared to handle ex- 
hustive tests on nearly everything 
the modern utility buys, sells, services 
uses. From high voltage cable to 
urling irons, E.T.L. is equipped to 
provide the most extensive testing 
cilities . . . plus the services of a 
pecially trained staff to supplement 
the utility’s own research department. 

Over 40 years in the ‘‘Know by Test’’ business 


ELECTRICAL 
TESTING 
LABORATORIES 


“st End Avenue and 73th Street 
New York, N. Y. 
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Re E conductor 
SUPPORTS ana FITTINGS 


Sometimes erroneously thought of as 
merely an incidental part of a substation 
network, conductor supports and fittings 
actually form an extremely important 
part of a system. A failure at any one 
support or joint is sometimes as costly 
to the system as the breakdown of a 
machine. R&IE carefully designed and 
properly made conductor equipment is 
the choice of many Utilities where con- 
tinuity of service is paramount. Tested 
designs, excellent quality materials, and 
care in manufacture, form the founda- 
tion for the production of R&IE conduc- 
tor supports and fittings. 








RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 
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Management Plus 


OT always have the problems of management been so ramified and complex as 
they are today. Competition from within and without the Utilities Industry is 
keener and more aggressive. Wider regulation, a multiplicity of statements and 

reports, increased taxes, and the necessity for curtailing operating costs, all demand 


management plus! 


Through almost fifty years of service to industry, Egry has devoted its energies and 
abilities to the development of business systems designed to eliminate waste, to prevent 
losses caused by mistakes, carelessness, forgetfulness, temptation; to safeguard em- 


ployees, customers and management; to save time, labor and money. 


These systems cover every business requirement from a simple receiving system to 
the most comprehensive multiple copy form. Egry Systems accommodate handwritten, 


typewritten, or automatically typed records. 


Many Utilities are using Egry Systems to their profitable advantage. The facts will be 
sent for the asking. We suggest, however, that our sales agent be given an opportunity 
to demonstrate Egry Systems in your own office at your convenience. No obligation, of 
course. Address home office, Dept. F-926. 


THE EGRY REGISTER CO. DAYTON, OHIO 


Sales Agencies in All Principal Cities 
The Egry Register Co., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 
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LOOK COMPARE DODGE WITH THESE 


‘OTHER TWO" LOW-PRICED TRUCKS. 
DODGE OFFERS FAR WIDER SELECTION 


DODGE | “OTHER TWO" TRUCKS 
COMPARISON TRUCKS TRUCK’A' | TRUCK'B™ 


[lumber of ENGINES | 6 | fF | 
Se BR ECE Se 
eg 8 
4 
$468 | $452 [4752 


Prices shown are for Y%-ton chassis with flat face cowl de- 
lvered at Main Factory, federal taxes included—state and 
eal foxes extra. Prices subject to change without notice. 
figures used in the above chart are based on published data. 





7 TON CAPACITIES 


106 STANDARD CHASSIS AND BODY MODELS OW 17 WHEELBASES 


TRUCKS THAT FIT THE JOB-SAVE MONEY! 


ODGE JOB-RATED TRUCKS are engineered, 

built and ‘‘sized’’ throughout for one 
purpose—to FIT THE JOB! And when a 
truck fits the job you can expect savings— 
on gas and oil, tires and upkeep. Dodge 
powers each Dodge Job-Rated truck with 
exactly the right one of 6 great Dodge truck 
engines which include the heavy-duty 
Dodge Diesel. Each truck has the right size 
clutch, transmission and rear axle to fit it 
for dependable duty on the job it is built 
to do. Save money! See your Dodge dealer 
about low delivered prices. Buy Dodge Job- 
Rated trucks that fit YOUR job! 


Booklet FREE—READ AND SAVE 


Learn how a truck to fit the job can 
save YOU money! Ask your Dodge dealer 
or write Dodge Division, Chrysler Cor- 
poration, Detroit, Michigan 





SEE YOUR 


. D 
IEPEND ON DODGE; o6-2azec TRUCKS Cag 


“Sob-Raled MEANS: A TRUEK TWAT FITS YOU, 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
dates diane United ee a Courts ities 
COVERING United States District Courts ALPHABETICAL 

FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions oe 

aes on State Regulatory Commissions A GREAT REVIEW 
Insular and Territorial Regu- 
THE LAW 


latory Commissions A GREAT SERVICE 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D. C. 
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all EXIDE Batteries are not as big 
as this one... BUT they all assure 
the same long, dependable service 


UGE Exides like the one shown above, with 

capacities up to 15,000 ampere-hours at the 

8-hour rate, are needed to meet emergency 
and peak load requirements in many of the larger 
telephone exchanges. On the other hand, in some 
small exchanges, Exide Batteries of 15 ampere-hours 
capacity may be adequate. 


Telephone service is only one of the many ways 
in which Exides are satisfactorily meeting the battery 
requirements of the country’s utility companies. 


Hundreds of generating stations and substations 
rely upon Exides for the operation of their oil circuit 
breakers, for emergency lighting, remote control, and 
numerous other stationary services. In addition, 
thousands of cars, trucks and buses operated by 
utility companies use Exides for sure; quick starting 
and adequate lighting. 

No matter for what purpose your organization 
needs batteries, remember you can choose Exides 
with complete confidence, for they embody the 
experience gained in building storage batteries 
exclusively, for more than fifty years. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries for 
Every Purpose 
PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 


a 
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ow to be sure cf 
ed-wilth healing and deavraly 


ELECT the proper type and size of 
Elliott deaerating feedwater heater t fiii/ 
or deaerator. Get feedwater heated y “Uiots 


i Ere comaet ; 


right up to the saturated temperature Feed Ugy, 
of the steam supplied to the heater, : so ao wae 
with corrosion-causing oxygen re- -, 
moved right down to zero if you want 
it, or in the case of a standard deaerat- 
ing feedwater heater, so close to zero 
that (except in the most exacting cases) 
it doesn't matter. 
Get dependability of operation in 
“Characteristically Elliott” perform- 
ance. Secure the solid benefits inher- 
ent in Elliott pioneering in the field 
of deaeration. 
When considering feedwater heat- 
ing equipment... 


ELLIOTT 
DEAERATO 


Any or all of the above 
booklets on heating ana 
deaerating, sent at you 
request. 


i ELLIOTT COMPAl 
; -[ JEANNETTE, PA 
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{ American Transit Association ends meeting, White Sulphur Springs, W. V., 1940. 
Empire State Gas and Electric Association starts convention, Rye, N. Y., 1940. 





4 Transmission and Distribution Committee will convene, Atlanta, Ga., Oct. 14-16, 





1 a5 aad Works Association, Southwest Section, will convene, Tulsa, Okla., Oct. 





irae a Independent Telephone Association will hold meeting, Chicago, IIll., Oct. 





q American Public Works Association begins session, Detroit, Mich., 1940. 





OCTOBER 2 





q phe ev Petroleum Association of America will convene, Dallas, Tex., Oct. ay 





{ Electrochemical Society opens fall meeting, Ottawa, Canada, 1940. 





{ South Dakota Telephone Association begins meeting, Sioux Falls, S. D., 1940. 





Eyes = Association of West Virginia starts meeting, White Sulphur Springs, 








7 a Frtiged Gas Association, Operating Division, will hold meeting, Hartford, Conn., 
ct. 





q National Electrical Manufacturers Association will convene, New York, N. Y., Oct. 
27-Nov. 1, 1940. 





q American Gas Association starts meeting, Atlantic ote, N. J., 1940. 
q Institute of Traffic Engineers convenes, Chicago, Ill., 1940. 





q League of Nebraska Municipalities opens meeting, Scottsbluff, Neb., 1940. > 














{ Michigan Municipal League convenes, Jackson, Mich., 1940. 
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The Trolley Bus 


Operating on The viaduct alongside 
The Union Station, Portland, Oregon 





Public 
Utilities 


FORTNIGHTLY 


Vor. XXVI; No. 7 


SEPTEMBER 26, 1940 


Troubles of the Bus Man 


He has had his share of obstacles in the shape of 
conflicting state interferences but, says the author, 
considerable improvement is already noticeable in 
the lessening of ports of entry and of antagonistic 
laws. Little by little, he declares, states are perceiv- 
ing that cooperation pays better than chiseling. 


By HERBERT COREY 


solidations in the bus business. 

Perhaps the time is not yet ripe. 
The would-be consolidators may be 
jumping the gun. But the truckers are 
planning mergers, and a truck is the 
big brother of a bus. One New York 
banking house has found it worth while 
to spend $1,000,000 in inquiring into 
the possibilities of truck consolidation 
inthe eastern area only. The ICC seems 
to have approved the idea in principle. 
At least the ICC, having heard the 
atguments, seems not to be disapprov- 
ing. Already there are hints that truck- 


Resta are being heard of con- 
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ers in other sections will throw them- 
selves into each other’s arms if the first 
consolidation goes through success- 
fully. 

“We cannot help ourselves,” say the 
advocates of the consolidation plan. 
“Tt is inevitable.” 

The arguments in favor of a truck 
consolidation seem to be of equal valid- 
ity when applied to busses. Busses and 
trucks are alike competitors of the rail- 
roads. They have been taking business 
away from the railroads because the 
steam lines have failed in efficiency. 
This is no place to discuss that failure 
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or the reasons for it. The new stain- 
less steel, all-reserved-coach trains, with 
their lower fares, greater comfort, and 
Billy Rose hostesses, are a confession 
that the railroads were forced to do 
something to stop the loss of business 
to busses and privately owned automo- 
biles. Spur lines that have been serving 
local death valleys have been discon- 
tinued because busses and trucks could 
handle the business to the better satis- 
faction of everyone concerned. 

A man venturesome enough to say 
in the presence of the Association of 
American Railroads that Commission- 
er Joseph Eastman of the ICC may 
have been right when he said that 
busses and trucks have paid more taxes 
than their rightful share and that rail- 
roads have been subsidized would get 
a new idea of what a hurricane can 
really be. A bus man or a trucker dis- 
cussing the methods of the railroads 
in dealing with legislative bodies is not 
incoherent but he is apt to be very loud. 
It appears to the bystander that two 
facts-in-chief have emerged from a 
dispute which seems to have grown in 
violence for almost twenty years. 

The first is that the railroads are at 
last adapting themselves to the situa- 
tion, instead of mournfully whistling 
against the wind. 

The second is that bus men and 
truckmen are realizing that the com- 
petition is certain to take on a new 
form and are preparing to meet it. 


C is estimated that the truck con- 
solidation now contemplated in the 
eastern area of the United States will 
reduce the number of truck terminals 
needed to handle the present business 
from 350 to 140, or in that neighbor- 
hood. Mileage will be cut down; freight 
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handling expedited; savings will be 
made by an ultimate standardization 
of equipment; and overhead lessened, 
These hopes may not be realized in 
execution but they are at least plausi- 
ble. Leading men in the bus business 
are studying the same situation and 
the same proposed remedy. They sug- 
gest that both busses and trucks may 
be favored by two developments of thei 
day. 

The first is the certainty of higher 
taxes in the immediate future, as a re- 
sult of New Deal spending during the 
past seven years, and of the defense 
preparation now under way. If the “if” 
emergency should grow into war, no 
one can say how high the tax rate 
may go. 

At first glance the suggestion that 
the bus business will be the gainer be 
cause of higher national taxes seems 
absurd, but the argument is at leasf 
worth considering. There are now 32, 
000,000 privately owned automobiles 
on the roads, each transporting poten 
tial bus riders. Perhaps one-third ar¢ 
jalopies which are being operated b 
owners on the lower financial levels 
The comprehensive report on the pub 
lic roads system made in 1939 by Com 
missioner MacDonald of the Publi 
Roads Administration demonstrate 
that such owners cannot afford to us 
toll roads and that gas tax increase 
invariably result in a reduction of th 
number of cars in use. These almos 
worn-out vehicles are approaching th 
age when repairs will be frequent an¢ 
comparatively costly. 

Higher taxes must result in in 
creased costs at every turn. Nothing 
more easily demonstrable than that 2 
taxes filter down to those least able t 
bear them. 
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HERE will be—the bus men argue 

—a reduction in the number of 
gutomobiles made and sold in the on- 
coming years, for the same reason. 
Present owners will run their old cars 
another year and therefore fewer cars 
will come off the assembly line. In- 
creased costs of operation because of 
increased taxes will inevitably lessen 
§ the mileage of the privately owned car. 
Their owners and their previous pas- 
sngers must get about just the same, 
and if they do not like to ride bicycles 
they will give their business to the 
busses and the railroads. The bus men 
think that railroad equipment and op- 
erating schedules will be improved be- 
cause of this competition, but they 
think they will get most of the busi- 
ness because they can stop at wood- 
sheds if they must and the steam en- 
gines can stop only at towns. Whether 
the bus and railroad companies will be 
able to increase their profits because 
the unfortunate taxpayer will turn to 
public instead of private riding is an- 
other and a different story. 

The second fact is the public roads 
of the country will certainly be im- 
proved, even if no actual addition in 
mileage is made. This will directly 
benefit the bus business, and almost as 
directly better the railroad-passenger 
handle, in less degree. 

It is not suggested, even if this coun- 
tty should be forced into a war it evi- 
dently and emphatically does not want, 
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that we will enter upon a period of 
hysterical road building. The Public 
Roads Administration suggests that 
we have about as many miles of roads 
as we need under present conditions. If 
and when business gets back to what 
we used to call normal, the matter will 
be reéxamined. The PRA seems to 
hold that today’s needs are confined to 
the improvement of the roads we now 
have where that improvement is 
needed. A dirt road leading to a dead 
end where only two or three families 
are to be found may be all the traffic 
can bear financially. Neither the PRA 
nor any other authority knows today 
what are the roads of this country, nor 
what is the traffic count which is the 
sole measure of their value. 


HE obvious thing to do was to 

find out. So the PRA has em- 
barked on a codperative system of map 
making with the states. There are 80,- 
000 miles of “strategic” roads indis- 
pensable for the movement of troops 
or for the needs of manufacturers en- 
gaged in the national defense pro- 
gram. These are to be maintained in 
good condition. The Federal Works 
Administration, presided over by John 
M. Carmody, is now preparing a report 
to be made to President Roosevelt, 
which will cover this phase of the road 
problem. There is at present no spe- 
cial program for strategic roads, nor 
is one needed. Nor will there be a pro- 


dustry spent $510,650,000, of which $49,250,000 went for 


q “In 1939, according to Bus TRANSPORTATION, the bus in- 


taxes and licenses, not including income tax, and the rest for 
18,655 new busses, $12,000,000 worth of new garages and 
terminals, $60,000,000 for gasoline and grease, and $62,- 
800,000 for tires and other supplies.” 
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gram offered to Congress and the 
states for new roads to be set aside for 
bus and truck use, although the propo- 
sition appears in print from time to 
time. Neither will the loudly called-for 
transcontinental grid of super roads 
be given support, although it will be a 
talking point for various Congressmen 
from time to time. Commissioner Mac- 
Donald’s report of 1939 might be 
paraphrased about as follows: 

“The supergrid is not needed. It 
would be inordinately costly to build. 
Its maintenance would be an inde- 
fensible burden on the taxpayers and 
it could not be supported by tolls, even 
in some small fraction of the cost.” 

Therefore the codperation of the 
Federal government and the states will 
be confined to the secondary roads. 
The Public Roads Administration has 
been granted $15,000,000 by Congress, 
but this is only enough to pay for en- 
trance into this field. As yet no satisfac- 
tory statistics are available, and before 
the work can be actually entered upon 
the secondary roads must be located, 
mapped, and examined as to traffic 
burden. When this has been done a 
comprehensive plan may be drawn up 
for the improvement of the roads 
which do enough business to justify it, 
for the character of the improvement, 
and for the building of such connect- 
ing roads as are needed as feeders and 
for the relief of isolated communities 
which are of sufficient importance to 
be entitled to such service. The cost 
will, of course, be shared by the Fed- 
eral government and the states and 
counties in accordance with the exist- 
ing road-building statutes. It is these 
connecting roads which will be of the 
greatest importance to the bus busi- 
ness. There are now 2,405,000 miles, 
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approximately, of county and local 


roads, of which only 771,524 miles 


have been surfaced. 


HERE are 3,005 counties in the 
United States. The map-making 
program calls for the mapping of the 


county and local roads, mile by mile } 


and house by house. The towns and 
villages are shown by dotted lines in 
which will be enclosed information as 
to population and, in some cases, the 
prevailing local industries. When these 
maps have been completed in a state it 
will then be possible to make the traffic 
count, which will show whether a road 
may be only worth an occasional scrap- 
ing and some attention to the culverts, 
or whether it rates surfacing of a prac- 
tical kind, strengthening of bridges 
with reference to their possible use by 
the military arm, and the location of 
airfields and drill grounds. This map- 
ping will not be completed for years, 
but in the meantime the improvement 
of the roads will be continued as the 
states make funds available. 

These things should provide a tre- 
mendous boost for the bus business, 
and the truckers. 


We are apt to think of the bus busi- | 


ness as a purely American develop- 
ment. It is not, of course. Every coun- 
try in the world civilized enough to 
have wagon roads has busses in opera- 
tion. They traverse deserts in air-cooled 
comfort and transport refugees in in- 
credible misery. In the United States 
the statistics of bus operation lead to 
the conviction that this is a country in 
which Mr. Hitler’s parachute jumpers 
might find a good deal of trouble, if 
they could manage to cross the Atlantic 


ocean. A statistic is the least attractive™ 


form of literature, but bus business 
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Bus Travel No Longer Adventure 


“... the improvement in vehicles and ter- 
minals and the betterment of roads have 
been so marked that travel by bus is no 
longer an adventure. Trips of more than 
1,000 miles without change are common 
practice. The fact that it is possible to re- 
serve bus accommodations clear across the 
continent 1s one of the reasons why the rail- 
roads are putting on the new streamlined 


all-coach trains.” 





statistics simply cannot be dodged. 
What do you think of a country which 
in 1939 was able to keep 3,762 bus 
companies fairly busy carrying pas- 
sengers for revenue? Most of them are 
making money, too, even if the rate 
of return is moderate. In 1939, 393 
fewer revenue-making busses were in 
operation than in 1937, which is an 
indication that busses were bigger and 
better, for in 1939, 4,324,068,310 pas- 
sengers were carried, which is 1,034,- 
898,000 more than two years previous- 
ly, although 8,664 fewer miles were 
covered. During this period it appears 
that the mileage of city and suburban 
busses in use increased by 5,854 to 
28,154, and that of intercity busses de- 
creased by 14,698 miles to 330,352. A 
reasonable deduction is that street cars 
have been going progressively out of 
fashion and intercity roads are being 
shortened and improved. A further 
discovery is that in some of the smaller 
tities busses first drove out the street- 
ar companies and then succumbed 
themselves to popular indifference. The 
residents either provided their own 
tuber tires or walked. In 1939 these 
busses covered 2,281,565,545 bus miles 
on 358,686 miles of highway. 
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NOTHER little dose of statistics and 

I am done. In 1939 there were 
43,000 nonrevenue agencies—school 
busses and the like—operating 86,700 
busses, covering 1,284,000 miles of 
highway, which was a gain of 260,000 
in two years, and carrying 759,000,000 
passengers, or about 100,000,000 more 
than two years before. In 1939, ac- 
cording to Bus Transportation, the 
bus industry spent $510,650,000, of 
which $49,250,000 went for taxes and 
licenses, not including income tax, and 
the rest for 18,655 new busses, $12,- 
000,000 worth of new garages and ter- 
minals, $60,000,000 for gasoline and 
grease, and $62,800,000 for tires and 
other supplies. The bus companies 
which declared earnings of more than 
$100,000 in 1939 have $459,880,943 
invested in plant and equipment, an in- 
crease of $65,385,852 over 1938, and 
ran 1,570,223,072 revenue bus miles, 
an increase of 234,315,795 over the 
previous year. These figures are ines- 
capable, even if they are not interest- 
ing. The bus business has been shown 
to be a very big business indeed. The 
busses themselves are getting longer 
and more luxurious. In another year or 
so air-conditioned busses will be com- 
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monplace on some of the long runs; 
busses with toilet facilities will be or- 
dinary; and on some routes sleeper 
busses will be established. In 1920 the 
industry was a poisonous little brat, 
smelling of gasoline fumes and noisy 
as a swing band. One cannot say that 
it has entirely matured, but the im- 
provement in vehicles and terminals 
and the betterment of roads have been 
so marked that travel by bus is no 
longer an adventure. Trips of more 
than 1,000 miles without change are 
common practice. The fact that it is 
possible to reserve bus accommodations 
clear across the continent is one of the 
reasons why the railroads are putting 
on the new streamlined all-coach trains. 


hy to this point this article has been 

a sweet song. Nothing unpleasant 
has been permitted to mar it. The in- 
dustry is growing, the busses are be- 
coming better and prettier ; 2-lane roads 
are being 4-laned ; and secondary roads 
are being surfaced and becoming satis- 
factory feeders. The 1938 report of 
the ICC shows that of the 160 Class I 
bus lines only about 40 are in the red 
and not very far in. Nine of the 40 
are rated as railroad affiliates and the 
quality of their redness is tempered by 
the fact that they are valuable to their 
controllers. Incidentally, railroads are 
no longer permitted to buy bus lines, 
and so create what might become mo- 
nopolies, but they are allowed to hold 
on to their present possessions. Only 5 
of the Class I lines have operating in- 
comes netting more than $1,000,000, 
and 106 net $25,000 or less. The gen- 
eral assumption, for which there is no 
reliable basis, is that the lines in still 
lower classifications are either making 
money or losing very little. 
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There is another and a less pleasant 
story to be told. 

The ports of entry nonsense js 
gradually fading out. In any case the 
truckers were bothered by barriers at 
the state lines more than were the bus 
men. It seemed a grand idea to farmers 
and merchants in many states to set up 
what amounted to tariff regulations by 
which they could be protected from the 
competition of farmers and merchants 
in other states. The Constitution for- 
bids the imposition of a tariff on inter- 
state commerce and reserves control 
of interstate business to the Federal | 
government. But the Constitution 
could not lay down a rule affecting in- 
trastate affairs without affecting the 
position of the states. Therefore a state 
has the legal right to impose local rules 
for the control of commerce within its 
boundaries—and many of them did— 
and to set up annoying little taxes on 
incomers. Kansas has 66 ports of entry 
and other states have dozens or scores. 
Highway Barriers, published by the 
American Trucking Association, 
states : 

“Stripped of their camouflage, the 
‘ports’ are often devices to wring 
money from motorists. In so doing 
they are often effective barriers on in- 
terstate commerce.” 


i tins states are beginning to find out 
that these devices backfire badly. 
A state may keep out its neighbor's 
onions but the neighbor may bar its 
corn in retaliation. Resentful motor- 
ists on tour have been known to ride 
around a state rather than through it, 
to the detriment of the hotel and garage 
keepers. A majority of the Supreme 
Court, however, held that Arkansas 
could not levy a tax on gasoline in the 
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tanks of busses entering the state, 
which pointed the way to further de- 
struction of the state barriers, Justices 
Hughes, McReynolds, Roberts, Reed, 
and Stone assenting; Justices Black, 
Douglas, and Frankfurter, the three 
new New Deal members, being unable 
to see any constitutional objection. The 
dissenting three apparently held that 
while the Constitution gives the power 
to Congress to regulate interstate com- 
merce, it is not denied entirely to the 
states. Further litigation seems certain 
because the Supreme Court in another 
case held that New York city was with- 
in its rights in collecting its 3 per cent 
sales tax on goods bought outside the 
city and state. Justices Reed and Stone 
viewed each of the taxes in a different 
light. There is as yet no evidence to be 
adduced as to their reasons. 

In view of the generally held opinion 
that ports of entry will soon become 
obsolete, this may not be a matter of 
great importance. Busses and trucks, 
however, encounter other obstacles to 
passage across state lines which inter- 
fere sadly with the transportation of 
both passengers and freight. These ob- 
stacles cannot be cured by reference to 
the Supreme Court, nor can Congress 
make a law clearing them away. If they 
did not exist the bus men could conduct 
the affairs of their companies with the 
sharp-cut accuracy the railroads long 
ago worked out. A railroad passenger 


may enter his car at New York and not 
get out until he reaches San Francisco. 
The only interference he may encoun- 
ter from the states he crosses may be 
a fleeting denial of cigarettes or hard 
liquor. 


HE busses are still in the position 

of the railroads forty years ago, 
when the marshal of a dogtown might 
chain the engine drivers to the rails 
in order to collect some new tax the 
town council had just thought up. Lis- 
ten to the National Highway Users 
Conference: 


There has been a tremendous mass of leg- 
islation having to do with particular parts 
of the truck or the equipment that must be 
carried. (This applies to busses also.) 
Lights, mufflers, fenders, steering gear, 
windshield wipers, defrosters, tool kits, fire 
extinguishers, locks and keys, bumpers, 
windshields, and fuel tanks have been the 
objects of extremely detailed, highly di- 
vergent, and sometimes obscure legislation. 
Perhaps the maximum of divergence existed 
in rules for color of clearance lights. To 
conform with the law of one state a carrier 
had sometimes to violate that of another. 


The ICC begins by laying down the 
law on proper equipment for all inter- 
state carriers. Then the carrier’s home 
state adds its rules. Then all the other 
states the bus or truck traverses make 
their own rules, some of which are 
often antagonistic to all the other rules 
of the other states. These contradic- 
tions were not thought up by that 
chiseling fringe of politicians who 
planned the ports of entry, each with 
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roads has busses in operation. They traverse deserts in atr- 


q “Every country in the world civilized enough to have wagon 


cooled comfort and transport refugees in incredible misery. 
In the United States the statistics of bus operation lead to the 
conviction that this is a country in which Mr. Hitler's para- 
chute jumpers might find a good deal of trouble, if they 
could manage to cross the Atlantic ocean.” 
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its little gouge for the benefit of the 
state treasury. There was not any de- 
sire, so far as an outsider can see, to 
make life unhappier for the bus man 
or trucker. The trouble was in the same 
lack of codperation between states that 
is to be found at so many other points 
of state contact. Each state did what it 
pleased within its own border, with 
complete disregard of what might be 
done by the other states. The Highway 
Users Conference thinks this is being 
cured, slowly, as the states discover 
what has been done. But for the time 
being bus and truckmen suffer from an 
aggravated form of nuisance. 

For example: Before a bus company 
may venture into a state its attorneys 
must discover all the laws which must 
be obeyed. (The same applies to truck 
companies, of course.) The insurance 
laws may be different in every state the 
bus enters, and a failure to comply with 
each one may mean arrest, delay, fine, 
perhaps imprisonment for the be- 
wildered driver, and shouted dissatis- 
faction from the passengers. States 
differ as to the height, weight, and 
width of permitted vehicles. Sometimes 
the formulas by which height, weight, 
and width are determined vary in ad- 
joining states. The gross weight limita- 
tions vary from a low of 15,000 pounds 
in Wisconsin to 54,000 pounds in Ore- 
gon. The permissible axle load varies 
in four groups of states, and the states 
in each group are widely separated. 
Florida permits the use of the most 
modern equipment but is blocked to the 
north by states with low weight limits. 


ussEs in North Carolina and South 
Dakota may carry no more than 

10 passengers, while 20 may be carried 
in Georgia, Mississippi, and Texas. 
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Operators in Arizona may carry only 
25 passengers, and in other states 
the limit is 8, 14, 19, 24, 30, 35, and 
37. Air-conditioned busses, the most 
modern of bus operation, are prohibited 
in North Carolina, South Dakota, 
and Tennessee. It is evident that it 
is not good business to run a modern, 
costly, 37-passenger bus in states 
which do not allow it to be filled to 
capacity. Such states of necessity get 
the small, unhandy, smoky cast-offs 
from more up-to-date regions. This 
rule applies also to the length limita- 
tion, which varies from 28 feet in 
Massachusetts to 50 in Vermont. It is, 
of course, true that in states having 
large bus-using areas it is profitable to 
provide modern busses even if of re- 
duced passenger - carrying capacity. 
Illinois has a length limitation of 35 
feet, which permits the use of the most 
modern equipment, but it is almost sur- 
rounded by states with a 33-foot bar, 
which cramps the Illinois companies. 
The same lack of uniformity is to be 
found among the states as to the front 
and rear and clearance lamps. 

All of this gives rise to the question: 
“What is being done about it?” 

A drip of acid is being set up on the 
politicians responsible for ports of 
entry and funny rules on weights and 
measures. That statement is not in- 
tended as a criticism of politicians as 
a class, but merely as a recognition of 
a fact. Some one hands a state legisla- 
tor or a governor what seems to be a 
good idea. He is too busy to examine 
the basic facts, and only asks whether 
cr not it will produce votes the next 
time he runs for office. If it will he is 
for it. If the voters do not like it when 
they begin to look at it, he reverses as 
rapidly as possible. If they do not look 
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at it, and often they do not, the idea 
which came to someone becomes law. 
If it does not work the favorite Amer- 
ican plan is to forget about it, but if a 
machine has been set up which provides 
jobs, it stays on the books until it has 
become an unbearable nuisance. Even 
then in most cases someone has to 
make that fact clear to the voters. 


¥ beng is what is being done now by 
the National Association of 
Motorbus Operators and the American 
Trucking Association and the High- 
way Users Conference and the Confer- 
ence of Governors. The fact that travel 
between the states is being interfered 
with is being pointed out, along with 
the corollary that when travel is slowed 


up the states lose money. Considerable 
improvement is already noticeable in 
the lessening of ports of entry and the 
amelioration of antagonistic laws. The 
Federal government is powerless, but 
little by little the states are perceiving 
that codperation pays better than chisel- 
ing. Such knowledge soaks in slowly, 
for the reason that you and I must lis- 
ten to the same old story time after 
time before it finally registers. When it 
does, you and I send out word to the 
politicians, and when they discover that 
their voting reserves are being im- 
paired they go into action like those 
old-style gray horses that hauled fire 
engines. Every muscle of them. 

Meanwhile it is just too bad for the 
truckers and the bus men. 





Recipe for Recovery 


os 


HE tax system is all wrong. The heavy taxes are im- 


posed on venture capital; government bonds, which 


create no wealth, are tax-free. This system should be reversed 
to encourage the use of our people’s money in business and 
industrial ventures which add to the nation’s payrolls. 

“Bureaucratic government agencies—the SEC and NLRB 
in particular—act as judge, prosecutor, and legislator, so that 
everything turns upon the whimsy of a few government ap- 
pointees. Capital will not flow where its fate depends on the 
whimsy of a few men. 

“The United States is a business country, and our govern- 
ment must recognize that in its attitude toward business. The 
New Dealers make out that every industrialist is a public 
enemy, so naturally business is fighting the government. Even 
a kid won’t dance if you don’t pat him on the head once in a 
while.” 

—WENDELL L. WILLKIE, 
Republican presidential nominee. 
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What’s Ahead for Highways 
And Transportation? 


Despite the enormous increase in the number of private automobiles, public 

transportation is still the greatest public need; but, said the author, city 

administrations have failed to pay attention to the asset of public trans- 

portation while spending millions on street widenings, paving, and super- 
highways. 


By E. F. DOWNS 


, \HE City of Tomorrow, we are 
told, will be a strange and won- 
derful creation; a vast assem- 

blage of multistory buildings fronting 
on 3- and 4-story streets, ten or a dozen 
lanes in width. A wide expanse of open 
air separates the business and industrial 
areas, with no commingling of land 
uses. 

Those who want apartments are 
regimented in one space, while those 
who prefer individual houses are rele- 
gated to the suburbs. Under no cir- 
cumstances will the shopkeeper live in 
the business area. The individual small 
merchant, the last vestige of private 
enterprise, will have disappeared long 
since. Not even a banana stand will be 
out of place. 

By inference, everyone will drive his 
car to work, speeding down Main 
street at 50 miles per hour. Elimina- 
tion of today’s “Stop-and-go” driving 
is dreamed of. Rail transportation is 
notable only by its absence. A millenni- 
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um is promised, with two cars in every 
garage, with every worker living in a 
vine-covered suburban cottage and 
driving 15, 20, or more miles to his 
work at a mile-a-minute pace. Who 
makes these glowing promises? They 
are propagandists, of course, striving 
to sell more automobiles, more gaso- 
line, and more roads to a market where 
an ever-increasing proportion spends 
in excess of income. 

The automobile industry has been 
one of the fastest growing. Facing 
saturation, it must turn to various de- 
vices to sustain sales. Automobiles are 
rendered obsolete with the advent of a 
new design. From yesteryear’s boast 
of ‘No Yearly Models” there has been 
an evolution to today’s practice of al- 
lowing twelve or only ten months’ life 
te an automobile model, although New 
York city department stores make 
satisfactory use of delivery trucks for 
twenty years. Are price wars and simi- 
lar methods of rivalry the normal at-. 
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tributes of expansion? Why should a 
healthy industry be obliged to force 
obsolescence and to sell four second- 
hand items in order to dispose of one 
new model ? 


Be automotive industry claims 
that its greatest undeveloped 
market is in the cities. The U. S. Pub- 
lic Roads Administratiom has been a 
medium of favorable publicity. A fore- 
cast of 40,000,000 automobiles in the 
United States by 1960 has been attrib- 
uted to the government official who 
heads this agency. 

Let us check up a little on this 
prophecy: The National Resources 
Committee, with unimpeached figures, 
forecasts 150,000,000 people in the 
United States by 1960. 

An average of 3.75 people per auto- 
mobile, derived by combining these two 
forecasts, fails to match up with the 
curve of population per automobile 
which flattens out at 5.0. The future 
national average of 3.75 persons per 
automobile is predicated on the as- 
sumption of two cars in many garages. 
The actual value of 5.2 is based on 
family purchasing power. 

Some estimates place the minimum 
income requirements for a decent liv- 
ing at $2,000 per family per year, 
though there is only one American city 
which can show this average. 


Average 
City Family Income 
New York 
Chicago 
Providence 
Columbus 


Portland 


It has been said on various occasions 
that present human needs in the United 
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States require a national income of 
$80,000,000,000 or $100,000,000,000 
annually. Wishful thinking of in- 
creased automobile ownership and use 
may be socially desirable but is not 
economically desirable with the present 
scale of family income, nor with any 
predictable figure. No one explains 
how the national income is to be raised 
many billions; no one tells the source 
of money for a minimum family in- 
come even in the $2,000 range. The 
City of Tomorrow would require a 
family income two or three times as 
great. 


Papi in passenger car owner- 

ship is very close, if it has not al- 
ready been attained. The number of 
motor vehicles registered in the United 
States since 1929 has been such that 
population per passenger automobile 
has fluctuated between five and six, re- 
sulting in a little below one car per 
family. Present growth in registra- 
tions is at the same rate as population 
growth, and a cessation of population 
growth is impending before 1960. 
These figures do not reflect any great 
future increase in automobile registra- 
tion. 

Importance of the automobile to 
present-day life cannot be denied. One 
per family in rural regions, and one 
for every seven people in cities results 
in making private transportation a na- 
tional dissipation. During twenty years 
of high-pressure sales, everyone who 
can afford a car has been persuaded 
into ownership. Today there is one 
automobile for every ten people in New 
York, for every seven in Chicago, and 
for every eight in Philadelphia. Bos- 
ton shows eight persons per automo- 
bile, and Boston is the only city under 
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one million population which has rapid 
transit. 

Automobile ownership in a large 
city does not necessarily mean that the 


owner drives to work. The more con- 


gested a community becomes, the less 
incentive for automobile ownership is 
found. In the large cities the use of 
public transportation increases with 
decreasing automobile concentration. 
Regardless of the concentration of 
automobiles, public transportation still 
carries the real load in cities, especially 
to the downtown areas. Of the 800,- 
000 people traveling downtown in Chi- 
cago every day, less than one-quarter 
use private automobiles. A large num- 
ber of these are suburbanites who use 
private transportation because public 
transportation is inconvenient, in- 
accessible, or decadent. 


, i SRANSPORTATION is the most im- 


portant factor in establishing a 
city and contributing to its growth. 
Boston, New York, and Philadelphia 
are seaport cities, built because of 
ocean-borne traffic; Chicago grew up 
as a terminus for lake-borne traffic, 
and evolved into the railroad center of 
the world. External transportation 
planted the seed. Internal public trans- 
portation, from horse cars to rapid 
transit trains and streamlined street 
cars, made possible today’s cities, 
covering hundreds of square miles. 

In present city planning, why should 
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preference be given to the one-quarter 
who drive, while the interests of the 
three-quarters using public transporta- 
tion are neglected? From the best in- 
terests of the passenger himself, the 
use of the private car should be dis. 
couraged; it may save little time, and 
it always causes financial loss. Ninety 
per cent of automobile commuters are 
potential public transportation pas- 
sengers. 

Every automobile commuter spells 
a loss of 15 to 20 cents per day to the 
transportation utility. In Chicago, this 
means a daily loss approximating $50,- 
000. This challenges public trans- 
portation to build up a quality of serv- 
ice appealing to all income groups. 
Paul Wilson of the Cleveland Rail- 
way Company hit the nail on the head 
in 1930: 

“Many of us are trying to render 
adequate service rather than attractive 
service. 

If this could be said of Cleveland, 
with its exceptionally good equipment, 
how much more true is it of other 
cities ? 


pouc transportation still stands a 
fighting chance to be self-support- 
ing if given a little encouragement. 
Even if subsidy be given to aid it, the 
job can be completed without continu- 
ing drain on the taxpayer. Streets, on 
the other hand, provide an inexhausti- 
ble pork barrel of maintenance and 


oped market ts in the cities. The U. S. Public Roads Ad- 


q “THE automotive industry claims that its greatest undevel- 


ministration has been a medium of favorable publicity. A 
forecast of 40,000,000 automobiles in the United States by 
1960 has been attributed to the government official who 


heads this agency.” 
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reconstruction, and the users never 
support these facilities. The Federal 
highway recommendations of 1939 
have pork potentialities which make 
the annual rivers and harbors bills 
seem conservative by comparison. 
Wide diversification of automobile 
ownership helps to explain the vote- 
getting power of highway spending. 

Few city administrations have the 
courage to face the fact that automo- 
bile commutation is the most expen- 
sive means of travel. Not one city ad- 
ministration will admit that public 
transportation can solve the traffic 
problem;  superhighways cannot. 
Streets adequate for the normal flow 
of traffic are blocked for fifteen 
minutes twice each working day by 
short and sharp peaks of traffic caused 
by automobile commuters. 

In some cities the efforts of planners 
are devoted to relieving motoring diffi- 
culties of suburbanites. In Chicago, 
both the city engineers and the PWA 
fastened a superhighway tail onto the 
public transportation dog, refusing to 
acknowledge that the two media are 


competitive. 
C HICAGO’s latest official plans some- 
times cause raucous laughter. 
Two reports prepared by the same 
engineers within the space of two years 
show the data outlined in the table 
below. 
Although there is not enough rapid 
transit patronage in Chicago to make 
a comfortable load for one subway, 


Cost of Plan 
$160,000,000 


$205,000,000 
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Promised Savings 
$ 3,000,000 


$16,000,000 


these engineers, with the help and 
recommendations of PWA, are build- 
ing two subways a short block apart. 
Costs of this job are turning out to be 
50 per cent above the estimates. In 
spite of the expensive shield method 
of tunneling, used to avoid damage, 
more than a dozen buildings and sky- 
scrapers have been impaired during 
subway construction. 

Bad planning, yes, but it is nothing 
new. Chicago and other cities belong 
in the dog-house for past and present 
bad planning with respect to public 
transportation facilities. 

About 1920, 2-story streets were 
built in Chicago as part of a compre- 
hensive city plan. Property owners 
lost their shirts; buildings were de- 
stroyed amid optimistic promises of 
great appreciation in value which 
would follow this so-called improve- 
ment. Twenty years later, half the 
frontage is occupied by parking lots; 
an appreciable amount of occupied 
frontage on these 2-story streets is de- 
voted to 1-story buildings. 

With their twelve intersections per 
mile, these streets cannot be described 
as superhighways and, in retrospect, 
one wonders why they were built at all. 
Certainly they were not required for 
capacity; the lower level is quite 
thoroughly occupied with parked auto- 
mobiles. City engineers recently pre- 
pared figures on growth in automobile 
registrations to show the need of 
superhighways. The data plotted into 
a saturation curve which passed the 


Purpose of Plan 
To decrease use 
of automobiles. 
To increase use 
of automobiles. 
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Growth of Automobile Industry 


a Bien automobile industry has been one of the fastest growing. 

Facing saturation, it must turn to various devices to sustain 

sales. Automobiles are rendered obsolete with the advent of a new de- 

sign. From yesteryear’s boast of ‘No Yearly Models’ there has been an 

evolution to today’s practice of allowing twelve or only ten months’ life 

to an automobile model, although New York city department stores make 
satisfactory use of delivery trucks for twenty years.” 





“knee” in 1930. Since 1930, Chicago’s 
population has increased by 8,000. 


N Cleveland, the Union Terminal 
group of buildings was supposed to 
reverse the trend of business away 
from East 14th street, back to West 
6th street. Ten years later this $160,- 
000,000 project is surrounded by 
parking lots, and one may park for 15 
cents per day in the space designed for 
rapid transit trackage. 

Growth of existing cities is like that 
of trees. Preconceived plans are not 
followed. Growth takes place as a re- 
sult of local conditions as unpredict- 
able as sunlight and rainfall. A small 
industry may start at the end of a city 
and grow rapidly, with the result that 
unexpected city expansion takes place 
in an unforeseen direction. One city 
planning consultant made some fore- 
casts in 1930, involving one hundred 
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changes which were to take place by 
1940. He was right in fifty of his 
guesses. 

Each city necessarily has unique 
problems, but a few general principles 
might be adopted to good advantage. 
First, a city must be made livable for 
the benefit of all concerned. Some cities 
have and have had an inherently simple 
traffic problem, with a large number of 
through streets running from end to 
end of the city. Others have had ex- 
tensive demolition programs, and New 
York has engaged in superhighway 
construction, some of which is eco- 
nomically justifiable. 


O NE condition is general to all cities. 
In the central business district, 
which may cover a few blocks or a few 
square miles, traffic controls are usu- 
ally necessary at every intersection, 
with an accompanying low speed limit. 
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In contiguous areas, it may be per- 
fectly satisfactory to have alternate 
streets subject to traffic controls. Stili 
further out from the center it may be 
found feasible to place traffic controls 
on streets a half mile apart, with all 
intervening streets uncontrolled. Resi- 
dential quality of the area is thereby 
unimpaired. The conversion of resi- 
dential streets into motor speedways 
invariably depreciates property values. 

A well-designed synchronized sys- 
tem of controls will attract rather than 
repel traffic. A traffic control every 
half mile is not objectionable; a 
motorist who observes the timing may 
travel from one end of the city to the 
other, never stopping. Where traffic 
lights are close together and traffic is 
slow there may be demonstrable need 
for superhighways to serve through 
traffic, if such cannot be made to by- 
pass the congested area. This is the 
case in Manhattan. Elsewhere, there 
is talk of superhighways to reach from 
city limits to within a half mile of the 
downtown area, and there abruptly to 
stop. The parking problem is still un- 
solved. 


I the decade ending with 1940, 
cities showed a population growth 


e 


of less than 6 per cent as contrasted 
with the 26 per cent increase during 
the preceding decade. 

The champagne taste of the great 
American public, combined with a beer 
pocketbook, has been a large factor in 
causing decay of cities. Ownership in 
the suburbs is sought, not only by com- 
fortable middle-income-group families, 
but by many who cannot afford sub- 
urban life. Inadequate water supply 
and sanitation facilities have been ac- 
cepted in the mad rush to get away 
from city responsibilties, but not away 
from city employment. 

Decline or stagnation in growth of 
cities and the corresponding remark- 
able increase in the population of their 
suburbs, if continued, will compel city 
fathers to pay more attention to the 
commuter—America’s greatest civic 
slacker. 

Exodus to the suburbs follows a 
vicious circle: 


(1) Streets and other city facilities 
mean taxes ; 


(2) taxes drive people to low-tax 
communities which lack public trans- 
portation ; 


(3) suburban commuters driving 
over streets paid for by the remaining 
city dwellers cause congestion ; 


CITIES ARE SICK 


City 
New York 


Philadelphia 
Detroit 


Los Angeles 
Cleveland 
Baltimore 


St. Louis 
Boston 
Pittsburgh 
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Population 
1940 
7,380,259 


3,384,556 
:935,086 
1,618,549 


1,496,792 
878,385 
854,144 


813,748 
769,520 


Population Per cent 
1930 Increase 


6,930,446 6 


3,376,438 0 
1,950,961 Decrease 
1,568,662 3 


1,238,048 21 
900,429 Decrease 
804,874 6 


821,960 
781,188 
669,817 


Decrease 
Decrease 
Decrease 
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(4) congestion indicates the need 
for more streets. 


Then the cycle repeats itself. No 
city can survive if its only residents 
are large property owners (mostly 
commercial) and the objects of public 
charity. A backlog of taxes from the 
comfortable middle-income families 
is necessary to continued solvency. 


HE problem of highways touches 

every citizen, and it is also of vast 
importance to public utilities and large 
industry. Superhighways will certainly 
cause serious loss to public transporta- 
tion, and they will cause further loss 
in value of urban real estate through 
the twofold effect of increased taxation 
and stimulated suburban growth. And 
with this exodus to suburbs comes 
obsolescence of water, gas, electric, and 
telephone utilities. These apparently 
diverse interests must face a common 
problem if they are to save their own 
skins, making cities attractive both to 
workers and to the upper class, by fur- 
nishing good public transportation. 
Money spent on the luxury of private 
transportation is not locally available 
for necessities—food, clothing, and 
shelter. 

Twenty-five years ago city adminis- 
trations and planners were public 
transportation - conscious. Between 
1900 and 1920 cities of even a half- 
million population prepared rapid 
transit plans. Then came a period of 
street widenings. Today, political and 
planning interest is largely centered on 
superhighways. 


oe widenings were the vogue 
twenty years ago. Boscobel ave- 
nue, New York; South Park avenue, 
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Chicago; Woodward avenue, Detroit; 
Superior street, Cleveland ; and Second 
avenue, Pittsburgh, still present a vista 
of sawed-off buildings’ rear ends, 
These examples show that promised 
appreciation in real property values 
does not take place with highway de- 
velopment. The streets which are sup- 
posed to bring business to the city often 
backfire, encouraging city dwellers to 
emigrate to the country. 

Superhighway plans are substituted 
for street widenings. The general tax- 
payer has been substituted for the real 
property owner as the sacrificial lamb. 
Otherwise, the drama remains un- 
changed,—dissipating public funds. 

City administrations have failed to 
pay attention to the asset of public 
transportation while spending millions 
on street widenings, paving, .and 
superhighways. Public transportation 
delivers the passenger where he wants 
to go. A superhighway performs only 
a half-way job, since it invariably ter- 
minates between a half-mile and a mile 
from motorists’ desired destinations. 
This throws additional traffic onto 
existing surface streets, creates bottle- 
necks, and aggravates rather than re- 
lieves congestion. 


~~ York’s superhighways skirt 
the rivers, a half mile or more 
from the downtown center of traffic. 
Chicago’s and Cleveland’s skirt the lake 
shore and are respectively a half mile 
and a quarter mile from the place where 
downtown traffic wishes to go. Bos- 
ton’s Sumner tunnel emerges from the 
ground in the heart of the downtown 
district, throwing additional load onto 
narrow, crooked, and congested streets. 
Pennsylvania Turnpike, approved by 
the Federal government and con- 
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Two-story Streets in Chicago 


6¢ AsBouT 1920, 2-story streets were built in Chicago as part of acom- 

prehensive city plan. Property owners lost their shirts ; buildings 
were destroyed amid optimistic promises of great appreciation in value 
which would follow this so-called improvement. Twenty years later, half 
the frontage is occupied by parking lots; an appreciable amount of occu- 
pied frontage on these 2-story streets is devoted to 1-story buildings.” 





structed at the expense of the general 
taxpayer, purports to connect Pitts- 
burgh and Harrisburg. It misses its 
mark by 15 miles at each end. 

Capacity factor (or average load 
divided by capacity) is a measure of 
efficiency at which capital is used. A 
privately owned enterprise does its ut- 
most to maintain income above outgo, 
but local and national politicians dip 
into the supposedly inexhaustible pot 
of tax funds. 


HE Federal government is worse 

than local governments when 
lackadaisical spending is considered. 
PWA gave a grant of Federal money 
to relieve two peaks of traffic conges- 
tion lasting fifteen minutes twice each 
day. Before PWA intervention, the 
capacity factor of streets was 10 per 
cent. Naturally it was lowered by the 
construction of further facilities. 


HE Federal Works Agency, which 
took over the functions of PWA, 
has so far been unable to decide 
whether or not to grant money to Chi- 
cago for superhighways which would 
reduce the capacity factor of streets 
from 30 per cent to 15 or 10 per cent. 
Since 1920, street, highway, and 
road expenditures have exceeded reve- 
nues by almost a billion dollars per 
year, paid out of taxes. With the same 
number of automobiles per thousand 
population, and with a 6 per cent popu- 
lation increase since 1929, there has 

been a 20 per cent increase in costs. 

Street, Highway, 

Total Taxes and Road Costs 
per Capita (Millions of Dollars) 

1890 ... 


ae $i4 Not available 
BES fe win 23 Not available 
a 82 $ 905 


Tee 69 1,246 
1929 .... 80 1,672 
ney 60 1,614 


Year 


88 2,016 
105 Not available 
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The person who drives to within a 
mile of his destination at high speed, 
then completes his trip at a crawling 
pace is like the tramp who got up at 
3 A. M. in order to have time to loaf. 
Superhighways show the same failing 
as air transport. The user makes a sav- 
ing of time between terminals, then 
dissipates a large part of the saving in 
reaching his destination. 

Despite the designers’ dreams and 
the statement by the U. S. Public Roads 
Administration, which seems to agree 
with the concept of 10-lane multistory 
streets— 


... there is a slow decay (in cities) that 
will not be arrested until there is a radical 
revision of the city plan. Such a revision 
will have to provide the greater space now 
needed for the unfettered circulation of 
RIC... 


—one simple fact remains : Superhigh- 
ways cannot be built to serve downtown 
areas. 


| ene superhighways are need- 


lessly expensive. Public trans- 
portation, whether by street car, rapid 
transit, or railroad, uses between 2 and 
5 square feet of right-of-way per pas- 
senger. The private automobile uses 
over 100 square feet, and the cost of 
an elevated highway approximates the 
cost of an elevated railroad. Super- 
highway cost per passenger carried is 
at least twenty times as much as that 
of a rapid transit railroad. 

Even promised reduction in auto- 
mobile deaths is not fulfilled by super- 
highway plans which promise to in- 
crease congestion, with the accompany- 
ing increase in personal injuries and 
deaths. Building “fool-proof” or 
“death-proof” roads will not eliminate 
accidents. Relief is to be found in re- 
moving from circulation the type of 
SEPT. 26, 1940 


driver who is a chronic accident causer, 
and by decreasing urban use of auto- 
mobiles with a quality of public trans- 
portation service to appeal to all in- 
come groups. No one has designed a 
road to prevent side-swiping and rear- 
end collisions, which account for 44 per 
cent of accidents. 

There is no great undeveloped 
market to absorb the costs of super- 
highways. Who, then, will pay the 
bills? The farmer, with his light truck, 
and the lower-income city dweller, with 
his car for use on Sundays and holi- 
days, alike will pay increased gasoline 
taxes, unless the whole cost can be 
foisted onto Federal taxpayers or real 
estate. The beneficiaries ? Automobile, 
cement and steel manufacturers, con- 
tractors, and comfortable members of 
the “carriage trade” who drive to work 
from their suburban homes over 
superhighways furnished by city dwell- 
ers. The chairman of the Chicago Plan 
Commission yearns for superhigh- 
ways, looking forward to a future of 
no “wretched stoplights at street cor- 
ners to ruin our dispositions.” He is 
president of a steel fabricating com- 


pany. 


HE automobile industry ignores 
or pooh-poohs impending satu- 
ration, while fostering bus and truck 
haulage to boost plant output and bol- 
ster a failing market. The bus and 
truck, as well as the automobile, have 
had universal appeal by nature and be- 
cause of publicity. Inadequate atten- 
tion has been paid to licensing fees 
and restrictions, but every state ad- 
ministration which has studied the sub- 
ject finds that highway systems show a 
deficit. 
Streets, highways, and roads in the 
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PAYMENTS PER TON-MILE BY MOTOR VEHICLES 


Type of Vehicle 
Passenger car 
Farm truck ... 
5-ton combination 


13-3-ton truck ...... 
Over 5-ton combination 
5-ton combination 


Over 5-ton truck 
Over 5-ton truck 
Over 5-ton combination 


United States are a losing proposition 
to the tune of a billion dollars per year. 
This figure was published by the rail- 
roads in 1939, and is concurred in by 
the report, Public Aids to Transporta- 
tion, (1940) by ex-Transportation Co- 
ordinator Joseph B. Eastman. 

To say that all motor vehicles pay 
their own way is a serious fallacy. Such 
aclaim groups the saints with the sin- 
ners; the light-weight vehicle with 
troad-destroying trucks. The above 
Eastman report shows that the pas- 
senger car and farm truck pay twice as 
much as the transport truck and trailer. 


Ho’ can government justify the 
building of highways which re- 
quire three or four generations for 
amortization, in the light of the present 
billion dollar annual highway subsidy? 
Builders of the interurban electric rail- 
ways thought that they were providing 
safe investments in a constructive en- 
terprise, but widespread use of the 
automobile put the interurbans out of 
business in one generation. Can we be 
sure that the automobile will not be 
superseded ? 

Superhighways inevitably will be 


Tax per 
Ton-miles 
in Mills 


Character 
of Use 
Private 
Private 
For hire 


For hire 
For hire 
Private 


For hire 
Private 
Private 


tied into the national defense pro- 
gram, capping the climax to an ad- 
ministration of inefficiency and waste 
which even the pyramid-building 
Pharaohs could not rival. A pyramid 
was designed to operate at a capacity 
factor of 100 per cent (1. e., memorial- 
izing a deceased ruler ) ; superhighways 
are planned to utilize capital at an effi- 
ciency of 10 per cent. 

German superhighways, or “Auto- 
bahnen,” have been criticized by the 
U. S. Public Roads Administration’s 
commissioner because they are located 
15 miles from the heart of Berlin. 
These roads are purely military in pur- 
pose, hence the designers had the good 
sense to render them useless to the auto- 
mobile commuter. U.S. Public Roads’ 
superhighways are designed with the 
one purpose of stimulating quick exit 
from cities. 

Army motorized units are not stored 
in congested downtown areas. Does an 
enemy attack on a city commence in 
the central business district? Designs 
put forth by the U. S. Bureau of Pub- 
lic Roads in 1939 to go “through the 
city at or near its center” are useless 
for national defense. 
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Spectacular Rise and Decline of 
The Trolley Car 


Within the lifetime of the present generation 
it was born; now, says the author, it is about 
to die. 


By JAMES BLAINE WALKER 


tric street car, or trolley, should 

have been born, flourished, and de- 
clined in little more than half a century. 
While it is still in use in many localities, 
it is a passing form of transportation. 
The automobile and the motor omnibus 
have largely replaced it in city and sub- 
urban transit. Its end is in sight. But 
in its day it played an important part 
in transit history. 

Within the lifetime of the present 
generation it was born; it is now about 
to die. Its birthplace was Richmond, 
Virginia, where in 1888 the late Frank 
J. Sprague, eminent electrical engineer, 
brought it into being. He took over an 
old horse car street railroad 12 miles 
long, installed electric motors in the old 
cars, erected an overhead trolley sys- 
tem—and it worked, much to the sur- 
prise of a skeptical public. He thus 


[ is a remarkable fact that the elec- 


placed in successful operation the first 
street railroad in the United States op- 
erated by electricity. 

After its success had been demon- 
strated, the trolley spread to all parts 
of the country. This development was 
rapid and costly. Within twenty-four 
years, namely in 1912, trolley car op- 
eration in the United States covered 
41,065 miles of route, and represented 
an investment of $4,596,563,292. In 
that year the trolley roads used 76,162 
passenger cars and carried daily 33,- 
250,000 passengers. About 1930 the 
gross revenues of the lines were about 
$1,000,000,000. Of this total 45 per 
cent was paid out in wages. 

Prior to 1930 the decline in the use 
of trolleys began, principally on ac- 
count of the rapid rise in the use of 
automotive vehicles. A large number 
of electric lines were abandoned, sev- 
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eral in New York city. At present, 
with some notable exceptions, electric 
surface cars have all but vanished from 
the streets of Manhattan, although a 
considerable number are still operating 
in other boroughs of Greater New 
York. As I write, the press announces 
that the Third Avenue Railway sys- 
tem has agreed with the municipality 
to surrender its franchises for trolley 
operation in 59th street and other thor- 
oughfares in exchange for franchises 
for motor omnibus operation. 


| ae all pioneers Mr. Sprague en- 
countered the difficulties which 
confront men who try to do something 
which no one ever did before. In Rich- 
mond he found a street car line op- 
erated by primitive cars drawn by 
horses and mules. In the old cars he in- 
stalled on each axle a 54-horsepower 
electric motor. Sometimes they 


worked; sometimes they worked too 


well. The first attempt to operate 
up a grade resulted in the burning 
out of the motors. As Mr. Sprague 
said : “After an examination of the car 
we sent for a pair of instruments—the 
instruments being a team of mules to 
haul the car back to the barn.” 

Technical difficulties continued to 
hamper him, and he was compelled to 
try different kinds of motors and 
change and rechange their mode of in- 
stallation. Finally he obtained satis- 
factory operation. The story of his 
struggles to overcome obstacles and 
perfect the adaptation of electric mo- 
tors to the propulsion of cars is fasci- 
nating to engineers. 

The modern trolley car is a phase 
of the evolution of the stagecoach, the 
principal form of land transportation 
in the early days of the Republic. Early 
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in the Nineteenth Century someone 
conceived the idea of operating stage- 
coaches on fixed rails. Experiments 
were made. They resulted in the es- 
tablishment of the first street railroad 
in the country, in Prince street, New 
York city. The cars were stagecoach 
bodies mounted on flanged wheels to 
grip the wooden rails. A team of four 
or six horses provided the motive 
power. Years later the stagecoach de- 
sign was abandoned, and the long, nar- 
row car replaced it. This type of car 
developed into the present form of 
street car. 


| a some cities dummy steam engines 
displaced horse power, but this 
form of propulsion was so objection- 
able that it did not come into general 
use. Also came the cable cars, which 
proved successful in San Francisco and 
other places where steep grades had to 
be negotiated. Finally in the 1890's, 
following Sprague’s successful experi- 
ment with electric motors in 1888, elec- 
tric trolley cars were introduced and 
soon spread to all parts of the country. 

The cable cars, some of which are 
still in use, were operated by an endless 
moving cable installed underground. 
The cars were equipped with “grips” 
which moved through a slot in the 
middle of the track and clutched or re- 
leased the moving cable as the driver 
willed. 

While used in different locali- 
ties, the cable cars saw their best days 
in San Francisco. In that city of hills 
the grades are steep, and the cable cars 
easily negotiated the uphill routes. The 
city, then as now, had a large Chinese 
population. When the cars were placed 
in operation one Chinese observer said : 
“No pushee, no pullee, all same go likee 
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Hellee.” Thereafter many persons re- 
ferred to them as the “No pushee, no 
pullee cars.” 


HE first comprehensive summary 

of types of transit used in the 
principal cities of the country was re- 
ported by the United States Census of 
1890—two years after Sprague’s suc- 
cessful installation of the Richmond 
trolley electric power. This census re- 
ported existing street car lines in 376 
communities. Of these 232 had rail 
service, the greater part of which was 
provided by horse cars. Outside of 
New York city there were no horse- 
drawn omnibus services. Electric 
power for transit was just coming into 
use. 

Twelve years later, namely in 1902, 
the census reported that, out of 343 
communities having transit service, 
321 had electrically operated lines. This 
showed the rapid advance of electric 
traction. 

Cable roads, which had been intro- 
duced in 1873, flourished for ten years, 
virtually disappearing in 1902. Only a 
few survived in places where the 
grades were too steep for electric cars. 

Construction of electric street rail- 
ways continued rapidly, until in 1912 
almost every city of any size had its 
trolley cars. 

Then came the gasoline-driven mo- 
tor bus, which soon found a place in 
transit service, especially in small com- 
munities, and for supplementary use in 
some of the larger cities. Today it oc- 
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cupies an important place in urban 
transportation. With one exception, 
all of the cities with more than 100,000 
population have some kind of motor 
bus service. In many small communi- 
ties it is the only form of public street 
transportation. 

During the same period the “trolley 
bus” came into practical use. This ve- 
hicle is operated from an overhead elec- 
tric wire. Unlike the gasoline motor 
bus, it must follow a specified route, as 
rigidly placed as a railroad track, from 
which it cannot deviate. As a type it is 
disappearing, although in 1939 it still 
operated 1,694 miles of route, mainly 
in cities of 100,000 to 500,000 
population. 


O NE of my earliest experiences 
with electric street cars was in 
Salt Lake City, Utah, in 1897. A line 
ran past my residence, and the family 
used to sit on the lawn in the evenings, 
watching the new trolley cars go by, 
emitting blue flames from the wheels. 
On this account one of our maids called 
them the “devil” cars. 

These cars transferred passengers to 
other lines, and their system of trans- 
fers was unique. The conductors were 
supplied with transfer slips printed on 
brown paper, on which cuts of four 
types of passengers were displayed. 
The first picture was that of an old 
man with whiskers ; next came the pic- 
ture of a young man with a moustache; 
then came the picture of an old woman 
wearing a bonnet, followed by that of 


country, there were two trolley cars operating to every bus. 


q “Art the end of the year 1938, in the principal cities of the 


The comparison, however, is not exact, for each car carried 


many more passengers than each bus.” 
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a young woman with a sailor hat. The 
conductor was required to punch the 
slip to indicate the sex and age of the 
transferree. He had a hard job. If he 
punched the bonnet woman for a 
young woman, he heard from it; if he 
punched the whiskered man for a 
young man, he also heard from it. 
Finally, on account of the number of 
complaints, the company abandoned 
the use of the picture transfers. 

Later the “underground” trolleys 
were introduced in the larger cities. In 
New York and other large centers of 
population objection had been made to 
the presence in the streets of telegraph 
and other wire-carrying poles. Finally 
the telegraph and telephone poles were 
buried, and engineers devised a plan 
to place the trolley wires underground. 
Instead of conveying the electric cur- 
rent by overhead wires they placed the 
wires in a trough beneath the street 
surface, where a continuous cable 
carrying the current was contacted by 
“plows” through a slot in the center of 
the track, operated by the motorman. 
By this improvement the streets were 
stripped of the objectionable poles and 
wires. The same style of construction 
was and still is used in many cities. 


ie the 1920’s the gasoline-driven 
cars and omnibuses made their first 
bids for the traffic handled by the elec- 
tric street cars. Professional opinion 
was divided. In New York some engi- 
neers contended that the electric street 
car, carrying fifty or more passengers, 
would move travelers faster and with 
less interference with other traffic than 
a bus with less seating capacity. Oth- 
ers held that the operation of long 
street cars on fixed rails, usually in the 
middle of the street, was more of a 
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hindrance to general traffic than the 
mobile omnibuses, which could weave 
in and out of the traffic stream and 
would not cause blockades. One of the 
advocates of the cars, an eminent engi- 
neer, seriously questioned the available 
use of busses, on the ground that the 
number of passengers in New York 
was so vast that it was doubtful 
whether enough busses could be pro- 
vided and operated to handle the traffic 
without congesting the streets to an in- 
tolerable degree. First experiences 
with busses, however, failed to support 
this contention, and now it is widely 
believed that omnibuses are the better 
form of transportation in heavily con- 
gested streets. 

The threat of serious competition by 
motor busses was foreseen as early as 
1920. In October of that year George 
M. Graham, vice president of the 
Pierce Arrow Company, said in an 
address: 

“No one will deny that the fortunes 
of the electric trolley railway are at a 
low ebb.” 

He then pointed out that, in 1919, 62 
companies were in receiverships; 60 
companies had junked 534 miles of 
railway track ; 38 companies had ceased 
operation of 257 miles of track. By 
July 1, 1920, 56 more companies op- 
erating 1,908 miles of track had gone 
into receivership. He urged the trolley 
companies to use motor busses as ac- 
cessories and to substitute busses for 
trolleys wherever possible. 


oo the future points to the 
progressive substitution of bus- 
ses for street cars, there are still 
many electric railroads performing 
useful and convenient service in New 
York and other cities. At the end of 


SEPT. 26, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


the year 1938, in the principal cities of 
the country, there were two trolley cars 
operating to every bus. The compari- 
son, however, is not exact, for each car 
carried many more passengers than 
each bus. These figures were obtained 
from a survey of conditions as of De- 
cember 31, 1938. It showed the num- 
ber of trolley cars and busses operat- 
ing at that time in 25 cities of more 
than 25,000 population in this country 
and two in Canada—Montreal and To- 
ronto. The cities surveyed are: New 
York, Chicago, Philadelphia, Detroit, 
Los Angeles, Montreal, Cleveland, St. 
Louis, Baltimore, Boston, Pittsburgh, 
San Francisco, Toronto, Milwaukee, 
Buffalo, Washington, St. Paul and 
Minneapolis, New Orleans, Cincinnati, 
Kansas City, Seattle, Rochester, In- 
dianapolis, Louisville, and Portland, 
Oregon. 

In these cities the survey shows 
that, at the end of the year 1938, there 
were in operation 22,280 trolley cars, 
10,505 gas and other busses, and 1,- 
425 trolley busses, making a grand 
total of 34,210 passenger vehicles of 
the type named. Of these there were 
3,436 in New York, 4,481 in Chicago, 
2,278 in Philadelphia, 1,686 in Bos- 
ton, 1,242 in Washington, 2,861 in 
Newark, 309 in Cleveland, 1,252 in St. 
Louis, 1,292 in Baltimore, 1,113 in 
Pittsburgh, and 1,152 in Los Angeles. 
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The other cities mentioned operated 
less than 1,000 each. The trend toward 
bus substitution, however, still con- 
tinues, and it is probable that a present 
survey would show a marked increase 
in the number of busses and a cor- | 
responding decrease in the number of 
trolleys. 


HE latest figures obtainable as to 

the mileage of electric car tracks 

and of omnibus routes throughout the 
country are for the year 1939, 
Through the courtesy of the Transit 
Journal I have been provided with a 
summary as of December 31, 1939, 
This shows 19,488 miles of surface 
railway tracks and 34,846 miles of mo- 
tor bus routes. In addition there were 
1,694 miles of trolley bus routes. The 
tabulation also includes rapid transit 
(subway and elevated railroads) and 
suburban railroads. (See table below.) 
Statistics for the calendar year 1938 
are practically complete. The same 
authority compiled statements of the 
revenues, expenses, and operating ex- 
penses, together with charts showing 
the trends of both electric car and mo- 
tor bus operation and tabulations for 
the entire transit industry. In this 
category, however, are included rapid 
transit (mainly subways and elevated 
railroads) as well as electric railroads 
and busses. They are broken down to 


TRACK AND BUS ROUTES OF TRANSIT LINES AS OF DECEMBER 31, 1939 


Miles of Elec- 


Population tric Track 
of Cities 
Over 500,000 
100,000 to 500,000 
25,000 to 100,000 
Under 25,000 


Interurban areas 


Surface Rys. Transit Rail. Bus 


Rapid Suburban Trolley Motor 
] Bus 
4,204 176 3,458 
eaceks 1,283 9,876 
235 7,444 

waters 2,710 

11,358 


Total 


1,368 15,636 
pleas 15,966 
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Punching Trolley Transfers in 1897 


‘ ati ewe conductors were supplied with transfer slips printed on brown 

paper, on which cuts of four types of passengers were displayed. 

The first picture was that of an old man with whiskers; next came the 

picture of a young man with a moustache; then came the picture of an 

old woman wearing a bonnet, followed by that of a young woman with a 

sailor hat. The conductor was required to punch the slip to indicate the 
sex and age of the transferee. He had a hard job.” 





show the data for each class of traffic. 

During the year 1938 the gross rev- 
enues of the whole transit industry 
amounted to $744,000,000. This was 
only about 43 per cent below the total 
for the preceding year, which was the 
highest for any year since 1931. The 
decline reflected a similar falling off in 
the number of passengers carried, 
since there was practically no change 
in the average rate of fare during the 
year. 


r connection with this subject the 
Transit Journal presented a chart 
showing the trends in gross revenues 
from 1927 to 1938, inclusive. It shows 
graphically the ups and downs. From 
1927 to 1929 the curve bends slightly 
upward, the revenues increasing from 


$1,000,000,000 to $1,100,000,000. It 
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then took a sharp downward slant, 
which continued to 1933 when the 
amount was about $650,000,000. Here 
the line turned upward again to 1937, 
when the total was around $770,000,- 
000. Another drop followed, and in 
1938, as above stated, the figure was 
$744,000,000. 

Of this total the electric surface 
railroads received the amount of $349,- 
166,000; the motor busses $204,855,- 
000; the trolley busses $17,270,000. 
The remainder, $172,800,000 was re- 
ceived by the rapid transit roads and 
electrified suburban railroads. 

Summarizing this record, it will be 
seen that the high peak in gross rev- 
enue was reached in 1929. Then the 
decline began and lasted until 1933, 
when another rise ensued, culminating 
in 1937, when a further decline set in. 
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During this 10-year period—1929 to 
1939—the use of motor busses in cities 
increased rapidly. A survey of the 
types of city transit for the four years 
—1936 to 1939, inclusive—shows 
that, in cities of more than 25,000 pop- 
ulation, all-rail service decreased from 
26 cities in 1936 to 11 in 1939; rail 
and motor bus service from 171 cities 
in 1936 to 118 in 1939. But motor bus 
service increased from 131 cities in 
1936 to 179 in 1939. 


N few if any places in the country 

did the substitution of busses for 
rail cars take place more rapidly than 
in New York city. According to the 
records of the transit commission, such 
substitutions began in 1927 and con- 
tinued up to this year as follows, the 
names given being those of the new bus 
companies : 


1927—July 1—The Tompkins Bus Corpora- 
tion operating in Staten Island. 

1929—November 13—Brooklyn & Queens 
Transit Corporation (the bus sub- 
sidiary of the Brooklyn-Manhattan 
Transit Corporation, Manhattan 
Bridge line). 

1930—January 26—Brooklyn & Queens 
Transit Corporation, the Greenpoint 
avenue line. 

1930—August 6—Same corporation, the 
Bergen Beach line. 

1932—July 31—Avenue B and East Broad- 
way Transit Co., Inc. (a bus com- 
pany), Avenue B-East Broadway 
trolley. 

1932—September 4—Same company, the 
Grand street trolley. 


1933—January 16—Hamilton Bus Corpora- 
tion, Avenue C-Des Brosses street 
ferry car line. 

1933—June 26—The East Side Omnibus 
Corporation, the First avenue and 
Second avenue trolley lines, 

1933—December 31—Staten Island Coach 
Co., Inc., the Bulls Head and Jersey 
rail lines. 

1933—November 12—Jamaica Buses, Inc., 
the Far Rockaway rail line. 

1933—November 26—Same company, the 
Liberty avenue rail line. 

1934—January 7—Staten Island Coach Co., 
Inc., South Beach rail line. 

1934—January 21—Elizabeth Ferry Line, by 
same company. 

1934—January 14—Same company, the Cas- 
tleton avenue rail line. 

1934—January 26—Same company, the Sil- 
ver Lake rail line. 

1935—February 1—The Madison Avenue 
— Co., 4th avenue and Madison 
ine. 


1935—November 12—Eighth Avenue Coach 
Corp., the Eighth avenue Central 
Park West and Ninth avenue lines. 


1935—February 18—Comprehensive Omni- 
bus Corp., Madison and Chambers 
street line. 


1935—August 19—The Surface Trans- 
portation ‘Corporation (the bus sub- 
sidiary of Third Avenue Railway Co. 
system) the Willis avenue shuttle 
line in the Bronx. 


1936—June 8—Madison Avenue Coach Co., 
86th street crosstown line. 


1936—February 12 to June 22—New York 
City Omnibus Corporation, the trol- 
ley lines operating on Broadway and 
7th avenue, Columbus and Lenox 
avenues, 7th avenue and Delancey 
street, Eighth street crosstown, Sixth 
avenue, Lexington and Lenox ave- 
nues, 116th street crosstown, 34th 
street crosstown, 23rd street cross- 
town, 14th street crosstown lines, and 
Spring and Delancey street line. 


“ACCORDING to the annual report summary issued by the 
transit commission for the fiscal year ended June 30, 1939, 
the bus lines of the city [New York] carried 657,707,203 
passengers. This was an increase of more than 100 per cent 
in five years, as for 1934 (fiscal year), the lines then oper- 
ating reported a total of 313,911,576. The same report 
shows that while bus traffic has been steadily growing, that 
of the street surface railroads has been constantly declining.” 
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1937—Between August 10 and October 30— 
Queens-Nassau Transit Lines, Inc., 
the Flushing-Jamaica, the College 
Point-Jamaica, the Jackson avenue, 
and the Calvary Cemetery rail lines. 

1937—April 17—The Manhattan & Queens 
Bus Corp., the Queens boulevard line. 

1939—October 1 to November 1—The Stein- 
way Omnibus Corporation, the Jack- 
son avenue, Dutch Kills, Ravenswood, 
Broadway, and Steinway street lines. 
It will be observed that all of these 
changes, with one exception, in 1927, 
were made within the last ten years. In 
addition to the lines transformed, there 
are several other bus lines operating in 
New York city, which originated as 
bus lines. Notable among them is the 
Fifth Avenue Coach Company, which 
started in the horse and buggy days. 
During the last fiscal year it trans- 
ported 42,000,000 passengers. 


——- to the annual report 
summary issued by the transit 
commission for the fiscal year ended 
June 30, 1939, the bus lines of the city 
carried 657,707,203 passengers. This 
was an increase of more than 100 per 
cent in five years, as for 1934 (fiscal 
year ), the lines then operating reported 
a total of 313,911,576. 


The same report shows that while 
bus traffic has been steadily growing, 
that of the street surface railroads has 
been constantly declining. Whereas in 
1934 (fiscal year) they transported 
694,046,142 persons, in 1939 they re- 
ported only 540,361,037. 

The bus figures were not reported 
prior to 1934, but those for the street 
surface roads cover the last ten years. 
In that period the street surface rail 
traffic fell off from 960,503,883 in 
1930 to 540,361,037. 

To show the proportion of bus traf- 
fic in 1939 (fiscal year) in relation to 
other forms of transportation, it may 
be well to cite the total figures for all 
classes. Here they are: 


Rapid transit (subway and 
elevated lines) 

Street surface roads 

Hudson and Manhattan (river 
tunnel line) 

Bus lines 


Grand Total 


1,852,944,457 
540,361,037 


65,203,362 
657,707,203 


3,116,216,059 


In 1934, therefore, the bus lines ac- 
counted for about one-ninth of the 
total traffic, while in 1939 they did 
almost one-fifth. 





Amateurs Play at Railroading for Day 


to time the train waited for the passengers. Six Massachusetts 
business men, whose chief previous approach to railroading had been 
trying to catch trains, turned the trick last month at Bridgton, Maine, 
by renting the Bridgton & Harrison Railroad for a day to satisfy boy- 
hood ambitions to be locomotive engineers. 

A shout of “Hey, wait a minute” was all that was needed to bring the 
train to a halt. At the sight of a cool swimming hole everything shut 
down. It cost the party $60 to rent the road, the last narrow-gauge rail- 
road for passengers and freight in New England, and everyone was so 
happy over the performance that another $50 was raised to help repair 
an engine that needed a new firebox. 

Accompanied by an engineer on a “holiday,” the charterers for twelve 
hours shunted and shuttled trains, tugged and pulled, switched and 
about-faced over the 15-mile single line, which otherwise would have 
been idle for the day. 

They heaved coal into the engine—that is, except for the time they 
could not make the hill because everyone was busy taking pictures and 
the steam fell low. 


— ee ae ee eos 
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Wire and Wireless 
Communication 


REOCCUPIED with the recent struggle 

over the conscription bill and the ex- 
cess profits tax bill, the Senate went into 
the second week of September without 
taking action on the nomination of Com- 
missioner Thad H. Brown to succeed 
himself as a member of the Federal Com- 
munications Commission. While confir- 
mation of Brown was eventually ex- 
pected, Senator Tobey, Republican of 
New Hampshire, continued to use the 
Brown confirmation proceedings as a 
sounding board for airing his charges of 
monopoly and other irregularities against 
the Radio Corporation of America and to 
some extent against the Federal Com- 
munications Commission. 

Senator Tobey has not aimed any spe- 
cific accusations directly against Com- 
missioner Brown. On the contrary, the 
New Hampshire lawmaker seems merely 
to want to use the Brown hearings to get 
charges against the radio industry before 
the country. 

It is apparent that the Republican 
Senator would be glad to let the Brown 
nomination go through if the majority in 
the Senate would agree to consider a 
resolution for a special investigation of 
radio and the FCC. But Senate majority 
leaders appeared to be standing firm 
against such a politically explosive ex- 
periment during an election year. 

On the other hand, if Senator Tobey’s 
sensational charges should result in hav- 
ing the: Brown resolution go over the 
session, there is a fair chance that the 
nomination would not be renewed as a 
recess appointment. 


SEPT. 26, 1940 


N organized revolt against an “arbi- 
trary ruling” of the Federal Com- 
munications Commission requiring in- 
stallation of expensive new radio equip- 
ment in every airport control tower in the 
country by January lst was recently fore- 
cast by Major C. V. Burnett, manager of 
Detroit city airport. Burnett joined with 
Colonel Floyd E. Evans, state director of 
aeronautics, in declaring the order will 
“force abandonment of these traffic con- 
trol towers, ground a vast number of pri- 
vate planes, and generally lower the air- 
way safety factor.” 

Members of the State Board of Aero- 
nautics at Lansing on September 5th sug- 
gested that the Federal government op- 
erate the radio control towers at airports, 
or contribute toward the cost of operat- 
ing them. The FCC’s order requires in- 
stallation of 131,000-kilocycle ultra high- 
frequency transmitters, in addition to 
existing 278-kilocycle equipment, by Jan- 
uary Ist if current licenses are to be 
renewed. 

Burnett said it was estimated such in- 
stallations would cost in excess of $1,000 
each, and most communities felt this an 
unnecessary and exorbitant expenditure. 
Many private plane owners who have 
just bought receiving equipment for the 
low-frequency control will be unable to 
finance the new equipment, he added. 

“Tf the FCC sticks to its position, we 
will go out of the control tower business 
on January Ist,” Burnett said. “We will 
apply for our 1941 license on December 
1st and will inform the commission that 
if it wishes to pay for the new equipment 
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and install it, we will be perfectly willing 
to use it. If not, we will shut down.” 

Burnett said this would follow a lead 
taken by the Fort Wayne, Indiana, air- 
port management which already has 
written a similar letter to the FCC. Evans 
said the control towers at Lansing and 
Flint similarly would shut down. 

Henry Baker, Wayne county airport 
engineer, said he planned to conform 
with the FCC ruling, but would register 
a protest over the type of high-frequency 
equipment specified, asking permission to 
install a frequency modulation transmit- 
ter. 


* * *K * 


FFICIALS of the International Tele- 

phone & Telegraph Corporation 
were recently reported considering how 
to undo an international snarl in respect 
to their foreign properties resulting from 
recent adjustments in European fron- 
tiers. 

A subsidiary, the Societea Anonima 
Romana de Telefoane, had 102,268 tele- 
phones connected at the end of last year 
and about 106,000 on July 1st. Through 
the ceding of land by Rumania to Hun- 
gary last month, 9,800 of these telephones 
came under Hungarian jurisdiction. In 
Hungary the government operates the 
telephones. On the other hand, the Stand- 
ard Villamossagi Resveny Tarsasag, an- 
other subsidiary, makes the telephones 
for the Hungarian government in a 
Budapest factory. It was hoped that this 
arrangement would result in an agree- 
ment as to compensation for the 9,800 
telephones which it was assumed would 
be incorporated in the government 
system. 

Rumania also ceded land to Bulgaria 
and Russia, so that all told the number 
of connected instruments left in the 
Rumanian company’s field now stands at 
about 89,000. However, IT&T has been 
selling telephone equipment to Russia 
for cash, and here again it was hoped that 
a long-standing relationship would be of 
service. 

Recently the Spanish government re- 
stored the Spanish properties of the 
IT&T to the holding company. These had 
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been commandeered in the recent revolu- 
tion. Next to the Spanish properties, the 
Rumanian system was the largest of the 
holding company’s European properties. 
Plant account of the Rumanian company 
was listed at $25,941,000 on December 
31st. 

Meanwhile, other problems were pro- 
vided by the status of such subsidiaries 
as the Compagnie des Telephones 
Thomson-Houston, with head offices in 
Paris; the Bell Telephone Manufactur- 
ing Company, which operates factories in 
Antwerp, The Hague, and Brussels, 
among other places; the Standard Elec- 
tric Doms a Spolecnost, the Standard 
Electric w. Polsee Sp. Z. O. O. and Radio 
Rediffusian, with plants in Prague, War- 
saw, and Antwerp; the Standard Electric 
Aktieselskab, with a factory in Copen- 
hagen; and the Standard Telephon-of 
Kabelfabrik A/S, which manufactures in 
Norway, Finland, Iceland, and Spits- 
bergen. 


* * * xX 


os Angeles and San Francisco will be 
_slinked by something new in the way 
of radio if the Federal Communications 
Commission’s consent can be obtained, it 
was recently disclosed at the Institute of 
Radio Engineers in Los Angeles. How- 
ard Hughes, millionaire sportsman, who 
already has distinguished himself in 
aviation and motion pictures, was dis- 
closed as the backer of the project. 

Radio programs originating in either 
city and rebroadcast in the other are 
transmitted between the two now by wire. 
Hughes proposes to utilize the Arm- 
strong broadcasting method and trans- 
mit the programs by radio itself, using 
three intermediate mountaintop stations 
to boost the program along the ether air- 
way. 

One of the sessions of the institute and 
also that of the Institute of Electrical 
Engineers, both holding their Pacific 
coast conventions at the Ambassador, Los 
Angeles, were combined so that the engi- 
neers might hear Dr. E. H. Armstrong of 
Columbia University, whose develop- 
ments along this line are said to hold 
revolutionary promises in radio. 
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pees Michigan Bell Telephone Com- 
pany late last month petitioned the 
state public service commission to make 
effective a rural telephone construction 
plan which it termed the most liberal in 
the history of Michigan communications. 
The company now has 46,500 rural sub- 
scribers. 

The plan, resulting from study by a 
committee of farm leaders, would permit 
rural subscribers to pay for construc- 
tion, in excess of an initial nonchargeable 
allowance, in monthly installments over 
a 5-year period, instead of in a lump sum 
as is now required. 

Provisions include: No charge for con- 
struction if the number of applicants 
averages one per three-tenths mile of 
rural line extension; if the number of 
applicants does not meet that require- 
ment, a charge of 45 cents a month per 
one-tenth mile of construction in excess 
of initial allowance, for five years ; appli- 
cants to furnish private right-of-way for 
extensions. 


* * *K xX 


D* Lee De Forest, inventor, often 
called “the father of radio,” last 
month said that development of a pilot- 
less television torpedo plane on which he 
has been working might be completed 
within a year. The device, De Forest 
said, would provide the United States 
military forces with an inexpensive 
means of obtaining information by aerial 
surveys and also would act as a robot 
bomber. 

Dr. De Forest was in Chicago last 
month conferring with U. A. Sanabria, 
president of the American Television 
Laboratories, whom he credited with be- 
ing the originator of the idea. The device 
was being tested at the Army’s Wright 
mh near Dayton, Ohio, Dr. De Forest 
said. 

The torpedo plane could be made from 
inexpensive plastics and would require 
no armor because it would carry no pas- 
sengers, the inventor explained. The fly- 
ing could be directed by radio from a 
mother ship 10 miles or more away and 
out of danger, he added. Television 
cameras could be placed in the nose and a 
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bomb carried beneath the fuselage, 

A television transmitter in the device 
could send pictures of the terrain below 
to the ground base and the mother ship, 
where operators would be able to sight 
for bomb targets and maneuver the tor- 
pedo plane to avoid attacking fighter 
craft. 

The inventor explained the ship would 
be defenseless and probably would be 
shot down, but it would be inexpensive 
and “the cost of training pilots, not 
to mention the loss of life, would be 
saved.” 


* * * * 


WEDISH telephones may now be 

equipped with a simple and cheap 
device for indoor warnings of air-raid 
alarms, the Department of Commerce 
disclosed recently. An electric doorbell 
is attached to the telephone line and rings 
when the voltage goes above a certain 
limit. This voltage increase is performed 
by the watch crew of the electric works 
when an air-raid alarm is sounded out- 
side and causes all alarm devices connect- 
ed to the network to operate simul- 
taneously. 

The alarm signal is of one minute’s 
duration. The increase of voltage is said 
to be so slight that there is no risk that 
electric lamps, radio apparatus, or other 
equipment will be damaged. A large 
number of units are now being installed 
in Swedish dwellings. 


* * *K * 


ELEVISION in full color for practical 
broadcasting—a revolutionary de- 
velopment in the industry—was publicly 
demonstrated by the Columbia Broad- 
casting System, Inc., for the first time on 
September 4th. The demonstration re- 
vealed a more pleasing and dramatic 
quality of television image. The use of 
color also increases the apparent defini- 
tion of the picture and makes small ob- 
jects easier to recognize. 
CBS was reported to have applied for 
a patent on the system of color television 
developed by Dr. Peter C. Goldmark, 
chief television engineer of CBS. 
In the recent demonstration, the tele- 
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yision pictures were received by wire and 
not over the air, due to the fact that the 
(BS transmitter was being dismantled 
md reéquipped to transmit on the new 
frequency recently assigned by the Fed- 
eral Communications Commission. In a 
private demonstration to FCC Chairman 
james L. Fly, CBS had previously trans- 
mitted color television pictures through 
the air. 

In connection with the demonstrations, 
Columbia pointed out that it was not a 
manufacturer of television transmitting 
or receiving equipment and expected to 
entrust the production of commercial 
equipment to manufacturers in that field. 
CBS hopes to have ready its television 
transmitter to go on the air with color 
tlevision on the newly assigned fre- 
quency by January 1, 1941. 

The color television pictures shown 
were scanned from a motion picture film 
and were reproduced in image form sized 
24 by 3 inches on the receiver. 


* * *K X 


S. REPRESENTATIVE Hugh Peter- 

e son, of Georgia, recently fore- 

sw the possibility that Georgia farm 

homes now served by the Rural Elec- 

tification Administration might soon be 

enabled to use the same power lines for 
telephone circuits. 

Sensational discoveries by youthful 
engineers of the REA, which it is confi- 
dently expected will make possible the 
we Of these power lines for telephone 
purposes and eliminate the costly neces- 
ity of installing lines solely for tele- 
phones, were being thoroughly tested on 
me of the REA lines in Maryland, 
Representative Peterson said. 

Peterson, an ardent advocate of rural 
dectrification, has been assured by REA 
ificials that Georgia farmers will be 
given first consideration in supplying 
tural telephone service after the tests of 
the new invention now under way have 
been completed and the devices perfected. 
tis uncertain how long the tests will re- 
quire, but Peterson said he had been as- 
sured in person by REA officials that 
they had every confidence the inventions 
would be not only practicable but would 
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be made available at an extremely low 
cost and at an early date. 

It is understood that the farmers of 
Bulloch county, Georgia, have made the 
first organized effort in the nation to ob- 
tain rural telephone service, through the 
REA. Peterson is urging that every 
REA line in Georgia be equipped for tele- 
phone purposes in the event the inven- 
tion proves a success. Such telephone 
service, it.is understood, will not inter- 
fere with existing telephone lines, but, to 
the contrary, it is said, will enhance their 
value by making available an enormous 
number of additional patrons. 

Representative Peterson said that dur- 
ing the past few years thousands of farm 
families in the first congressional dis- 
trict of Georgia who were denied the 
blessings of electricity have, through the 
various REA projects, now had their 
homes wired and have electric lights and 
many of the electrical devices that de- 
crease labor on the farm. 

“TI certainly hope,” he said, “the ex- 
periments now being conducted will make 
it possible for every farm home in Geor- 
gia to have available in the near future 
the many benefits of the telephone.” 


* * * X 


Bex Wisconsin Telephone Company 
recently offered a new compromise 
with the Wisconsin Public Service Com- 
mission to terminate a “long period of 
litigation” which began with a general 
investigation of the company’s rate struc- 
ture in 1931. 

The company is willing, according to 
Baxter Milne, general counsel, to adjust 
its difference with the commission over 
elimination of the 8-cent monthly charge 
on hand-set phones if it would be per- 
mitted to establish a revised and non- 
refundable service connection charge for 
future connections as a partial offset on 
revenue loss from discontinuance of the 
extra hand-set, phone charge. 

The company would hold in abeyance 
its original request that it be permitted 
to revise upward and make uniform its 
charges for private branch exchange 
service furnished to business concerns 
and other establishments. 
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The Traction Industry 


7. traction industry now comprises 
such a wide variety of services, cor- 
porate relations, and territorial condi- 
tions that it is difficult to generalize 
regarding the current position and im- 
mediate outlook. The tractions in the 
past two decades have experienced dras- 
tic mechanical and corporate readjust- 
ments. This transition period is not yet 
completed, but eventually the industry 
should again “get its feet on the ground.” 

In the old days—the gay nineties and 
the first decade of the new century—the 
traction companies enjoyed a growth and 
prosperity somewhat comparable to that 
of the electric utilities in a later genera- 
tion. Municipal franchise rights were 
eagerly sought after and fought for. The 
number of passengers carried by the 
electric railways doubled in the period 
1890-1902, and again in the succeeding 
twelve years; capitalization during the 
combined quarter-century increased 
even faster—from about $450,000,000 
to over $5,000,000,000. From then on, 
however, the increasing use of automo- 
biles slowed the trend, which became 
stationary in the early twenties and 
started downhill in 1927, reaching a low 
mark in July, 1933. By March, 1937, 
traffic had recovered about 38 per cent 
but since that date the number of pas- 
sengers has declined moderately. 

In an effort to cope with rising costs, 
fares increased from the universal pre- 
war nickel rate to an average of 84 cents 
in 1930. The figure has since dropped to 
around 7.8 cents, presumably in an ef- 
fort to regain lost traffic. The 64 per cent 
rise in fares since 1913 has, however, 
been outdistanced by an increase of 
about 148 per cent in wages (which 
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make up about half of costs) ; material 
costs are only about 42 per cent higher, 
but taxes are doubtless a heavy burden. 

The industry has held its own fairly 
well in recent years by abandoning ob- 
solete trolley trackage and substituting 
bus lines with their greater flexibility of 
routing, service, and costs. The motor 
bus did not come into general use until 
about 1920, but since that date the num- 
ber in operation has grown at an accel- 
erating pace. For the past fifteen years 
about 1,000 to 2,000 miles of trolley 
tracks have been partially or completely 
abandoned each year. New York city is 
rapidly replacing its elevated and sur- 
face lines by subway and bus facilities. 


N 1912, 5,384 trolley cars were or- 
dered, but in 1938 only 339 cars were 

purchased compared with 2,844 busses. 
In the latter year bus routes totaled 32,-§ 
042 miles and trolley bus routes 1,474, 
compared with trolley mileage of 21,- 
426; however, since busses, as a rule, 
were assigned to lighter traffic routes, 
the trolleys continued to haul about 78 
per cent of the traffic. 

The trolley has not given up to the bus 
without putting up a good fight. The 
transition in New York city was stalled 
off for some years by installation on 
some routes of one-man trolleys. Numer- 
ous improvements and innovations have 
been tried in an effort to bolster the trol- 
leys’ waning popularity. 

An interesting new car has just been 
developed by General Electric and placed 
in service in St. Louis. It is designed to 
imitate the bus, acceleration and braking 
being controlled by pedals. With no 
steering to be done, it has the advantage 
of the bus in that the motorman has his 
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hands free for collecting fares, closing 
doors, etc. The brake system is also an 
imovation, reducing operating costs and 
diminating jolty stops. The first touch 
on the brake pedal causes the driving 
motors to be changed to dynamos, and 
the car’s momentum is used up in gen- 
erating power. 

It is difficult to make any accurate 
comparison of trolley and bus operations 
from the financial angle, but the follow- 
ing are some of the available statistics 
in millions of dollars: 


1938 
Est. 


$505 
41 


1932 
Census 
Electric Railway Operations 
Revenues 
Net after taxes 


Bus Operations 
Revenues 162 
Net after taxes : 9 


The above figures would seem to in- 
dicate that the trolleys are still relatively 
more profitable than the busses, but it is 
difficult to draw any clear-cut conclu- 
sons because many companies control 
both kinds of transit. The Omnibus Cor- 
poration, which operates bus subsidiaries 
in New York and Chicago with annual 
revenues of about $24,000,000, has en- 
joyed stable earnings in recent years, al- 
though from a stock market angle the 
stock may have proved a little disap- 
pointing. 


i old traction industry, obviously 
overcapitalized at its peak of pros- 
perity (capitalization having grown 
nearly three times as fast as traffic), 
has been subjected to a series of 


financial readjustments, which will 
doubtless continue a few years longer. 
The peak years for receiverships were in 
1918-19 when soaring wartime costs put 
8 companies with some $780,000,000 
securities “through the wringer.” In 
1932-33, with traffic at lowest ebb, 30 
companies with $728,000,000 securities 
(including Interborough Rapid Transit) 
were placed in receivership. Corporate 
reorganization, particularly in the larger 
tities such as New York, Chicago, and 
Philadelphia, is a long-drawn-out proc- 
tss because of the complicated set-up 
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and political ramifications. New York 
city, thanks to the energy of Mayor La- 
Guardia, has finally taken over the In- 
terborough, Manhattan, and B-MT 
properties, but it will be many years be- 
fore the last litigation is cleared away 
and the companies themselves dissolved. 

The industry has been saved from 
greater financial disintegration because 
many trolley lines have been owned or 
controlled by large railroads and utility 
systems, which have had the cash to keep 
them in good operating condition. Of the 
old-line traction stocks themselves, only 
a handful still survive. Standard Statis- 
tics’ index of twelve traction stocks in 
1918 (the earliest year for which it was 
compiled) reached a peak of 166 but 
has shown a downward trend as com- 
pared with an index of electric and gas 
stocks (figures are the averages of the 
yearly high and low prices) : 

Traction 
Stocks 


Electric-gas 


1939 

1940 (Aug. 28th) 23 

Stocks included in the traction index 
are Baltimore Transit, Boston Elevated, 
Brooklyn & Queens Transit, B-MT, 
Chicago Yellow Cab, Hudson & Man- 
hattan, Interborough Rapid Transit, 
Omnibus Corporation, Philadelphia 
Rapid Transit, and Twin City Rapid 
Transit (Third Avenue Railway and 
Manhattan Railway were dropped in 
1925). Three of these—the New York 
city tractions which recently sold their 
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lines to the city—are now practically out 
of the picture, for they hold New York 
city bonds instead of traction properties. 
Philadelphia Rapid Transit is undergo- 
ing reorganization. Twin City remains 
the only real trolley stock now on the 
“Big Board,” and it sells at only 14. 

But behind the scenes, the city trac- 
tions are very much alive, performing an 
essential utility function. Municipal 
ownership, financial readjustments, me- 
chanical’ improvements, and increased 
operating efficiency should gradually 
restore the industry to a stable basis, 
unless it is again to be handicapped by 
war-time inflation. 


¥ 


United Light and Power 
Company 


8 biting Light and Power Company, 
one of the nine utility systems 
served with “show cause” orders by the 
SEC early this year, filed a system in- 
tegration plan with the commission on 
May 2nd, and a recapitalization plan for 
the parent company on July 24th. 


The system’s consolidated balance 
sheet as of December 31, 1939, showed 
total assets of $586,787,190. System rey- 
enues and net operating earnings were 
= ig approximately as follows inf 
1939: 


Gross 
Revenues 


Net from 
Operations 


65% 
33 


Electric service 

Gas, COKE, LOIS, ass 
Transportation 
Miscellaneous 


Less Intercompany 
transfers 


Adjusted gross . 


The accompanying map shows only® 
the electric properties. About four-fifths 
of the system’s gas revenues are obtained 
by subsidiaries of American Light & 
Traction, which is predominantly a nat- 
ural gas system serving communities in 
Michigan, Wisconsin, and Texas. 

While the system set-up is somewhat 
involved, most of the subholding and 
operating companies are controlled b 
100 per cent ownership of the commo 


THE UNITED LIGHT AND POWER COMPANY SYSTEM 
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United Light and Power Company 
14 operating subsidiaries 
United Light & Railways-Co. 
4 subsidiaries 
American Light & Traction Co. 
11 subsidiaries 


Continental Gas & Elec. Corp. 
11 operating subsidiariest 


*Interest and dividends. 


1939 
Gross 
Revenues 


Oper. Cos. Recd. by Recd. by Recd. b 
Net Subhold- United Unite 
Income ing Cos. LL&GR* L.&P* 
$2.67 $2.7 


=" a 11 
46 3, 
Bike 1. i 1.3 


7.8 5.7 1.9 


15.1 


ey 


10.7 


fIncluding $994,000 Northern National Gas dividends and $140,000 miscellaneous income. 
$Three of which are controlled by other operating companies. 


stock. An important exception is Amer- 
ican Light & Traction, of which only 
54.69 per cent is held, the minority stock 
being traded on the New York Curb. 
System corporate structure and flow of 
income are indicated in condensed and 
approximate form in the accompanying 
table. (All figures, some of which are 
estimated, are in millions of dollars.) 


I is obvious from the above that some 
m1 changes would be necessary to bring 


“cc 


the system into line with the “grand- 
@ father clause” of § 11. This could prob- 

ably be accomplished by merging a few 
small operating companies, now con- 
trolled by other operating subsidiaries, 
and eliminating United Light and Rail- 
ways Company. The former would prob- 
aly not be difficult, but in order to 
dispose of United Light and Railways it 
would be necessary to make an effective 
exchange offer to the holders of the $24,- 
067,000 debenture 54s and the three 
series of prior preferred stock aggre- 
gating $19,238,500 par value. Perhaps 
this could be done by offering similar 
securities of the top holding company, 
but it could hardly be considered until 
the latter’s own recapitalization plan is 
completed. 

The company has indicated that it de- 
sites eventually to eliminate not only 
United Light and Railways but also 
American Light & Traction and Contin- 
ental Gas & Electric, but no plan has as 
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yet been disclosed to cope with the prob- 
lem presented by the large amount of 
securities of these companies outstanding 
in the hands of the public. 

The recapitalization plan for the top 
company will clarify the picture to some 
extent by giving it only one class of 
stock. Under the plan it is proposed to 
issue 3,347,676 shares of common stock 
in place of the present preferred stock 
(with arrears of about $50) and class 
A and B common. Under the broad out- 
lines of this plan, which has not yet been 
passed upon by the SEC, the preferred 
stock—as a class—would obtain about 
90 per cent of the new shares and the 
common about 10 per cent. Unofficially, 
the indicated rate of exchange is about 
five for one on the preferred and one 
for ten on the common. The new capi- 
talization would create a capital surplus 
of $33,734,960, of which $25,000,000 
would be transferred to a reserve to off- 
set contemplated adjustments in the 
values of certain security holdings. 


HE question of geographic integra- 

tion also presents difficulties. While 
the company’s properties are in 14 states, 
the tentative integration plan would re- 
duce this to 7, and would lower the num- 
ber of subsidiaries from 26 to 9. About 
$135,000,000 worth of properties would 
be eliminated—roughly about one-quar- 
ter of the system—and proceeds would 
be used to acquire new properties to fit 
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into the geographic picture. Three sys- 
tems would be set up: The electric and 
gas properties in Kansas, Missouri, Ne- 
braska, Iowa, and Illinois ; an Ohio sys- 
tem, new properties being acquired to 
supplement the Columbus & Southern 
Ohio Electric Company; and the gas 
system in Michigan and outside of that 
state. (The interest in Detroit Edison, 
which the SEC has ruled not to be a 
subsidiary, would also be retained.) The 
plan apparently contemplates disposing 
of gas properties in Wisconsin, Indiana, 
and Oklahoma, as well as San Antonio 
Public Service.and some small isolated 
electric properties. 

The most important system com- 
panies, based on the amount of their net 
income in 1939, are 


neues City Power & Light 


San Antonio Pub. Service (Tex.) 

Iowa-Nebraska L. & P. (Neb.) 

Michigan Cons. Gas (Mich.).... 

Madison Gas & Elec. (Wis.) ... 5,000 

Complete details are not available on 
the 14 companies directly controlled by 
United Light and Power, but some of 
them seem to be highly profitable, the 
total income received from them in 1939 
exceeding the income from United Light 
and Railways, despite the fact that the 
latter controls about 89 per cent of the 
system revenues (the discrepancy be- 
ing partially explained by the minority 
interest in American Light & Traction, 
and the substantial debt and preferred 
stock of the subholding companies). Of 
United Light and Power’s immediate 
family, the most profitable are Peoples 
Light Company of Iowa, and Peoples 
Power Company and Moline-Rock 
Island Manufacturing Company of 
Illinois. 

While the gross revenues of these 
three companies aggregate only about 
$8,165,000, they paid the parent com- 
pany approximately $1,689,000 in divi- 
dends and interest. United has proposed 
to merge the three, but the FPC has 
asked the SEC to defer the merger un- 
til a rate case is settled. 
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I’ the SEC should enforce a narrow 
interpretation of § 11 and limit 
United Light and Power to one geo- 
graphic area, its simplest procedure 
would be to retain the Iowa-Illinois 
group of 11 operating companies which 
it directly controls, disposing of two 
small properties in Tennessee and In- 
diana. To this group it might be able to 
add Iowa-Nebraska Light & Power and 
Kansas City Power & Light from the 
Continental Gas & Electric system, if 
means could be found to compensate 
senior security holders of the latter. 
This would give the top holding com- 
pany a compact, easily interconnected 
group of companies in five adjoining 
states. Continental’s big Ohio property 
and its miscellaneous holdings would 
have to be given up, and the 54 per cent 
equity interest in American Light & 
Traction disposed of through public sale 
or otherwise. However, the company 
will probably prefer to await the edict of 
the SEC and the courts regarding § 11 
before sacrificing such a large part of its 
system. 

Assuming that the proposed recapi- 
talization plan for United Light and 
Power becomes effective, earnings on the 
3,347,676 shares of common stock in re- 
cent years would have been approxi- 
mately as follows: 

Consolidated Parent Co. 
System Basis a 
$1.38 $. 7 


*Not available. 


For the twelve months ended June 30, 
1940, net income showed a further gain 
on both a consolidated and parent com- 
pany basis, the former being equivalent 
to $1.51 a share on the new stock, and 
the latter about 85 cents a share. 

United Light and Power preferred is 
currently selling around 27, the A com- 
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mon at § and the B at 4. This would 
sem to indicate a value of about $5 a 
share for the new common if the plan 
goes through. This does not seem un- 
reasonable considering the current earn- 
ings, despite the numerous integration 
problems which the company may have 
to face. 


¥ 


Tax Bill Delays New Financing 


§ gree the amendment of the 20- 
day provision of the Utility Act 
and the excellent showing récently made 
by the bond market—the Dow-Jones 40- 
bond average is approaching the January 
high and municipal bonds have gone into 
new high ground—corporate bond offer- 
ings have remained very light. The only 
utility offering in almost two months 
ocurred August 22nd when $6,000,000 
Northwestern Public Service first 4s of 
1970 were offered by a Halsey, Stuart 
syndicate. 

Possibly the investment banking fra- 
ternity is waiting to see just how the 
SEC will apply its new powers with re- 
gard to the “seasoning period,” but the 
major current obstacle seems to be the 
excess profits tax bill now before Con- 
gress, although the intensified Battle of 
Britain may be an additional handicap 
at the moment. 

The two important utility offerings 
registered with the SEC several weeks 
ago —$29,000,000 Columbus & Southern 
Ohio Electric first 34s of 1970 and $16,- 
500,000 San Antonio Public Service first 
34s of 1970—seem unlikely to make their 
appearance in the immediate future. It 
will be recalled that the bankers—Dil- 
lon, Read for the former issue and Mel- 
lon Securities for the latter—were 
queried by the SEC as to arm’s-length 
bargaining, but this is not any necessary 
bar to the offerings so long as the fees 
are impounded. However, conversation 
with the bankers indicates that they are 
more concerned about excess profits 
taxes than about the arm’s-length bar- 
gaining issue. In the case of the Colum- 
bus issue, all the savings in interest to 
be derived from the refunding operation 
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will be devoted to a sinking fund. Hence, 
if the tax burden on net income is in- 
creased owing to the new legislation, the 
company might be reluctant to proceed. 


Mx “repeat” refunding operations 
are planned with a narrow mar- 
gin of savings, as for instance where an 
issue like Duquesne Light 34s might be 
refunded into 3s. Any increase in taxes 
—an increase in the normal tax, or ap- 
plication of the excess profits tax where 
earnings have risen currently—is an im- 
portant factor in these calculations. The 
normal tax, recently increased from 19 
per cent to 20.9 per cent by imposition 
of the 10 per cent “super” tax, already 
takes more than one-fifth of the sav- 
ings. Also, the increasing tendency of 
the SEC to require sinking funds is 
perhaps an added obstacle in that stock- 
holders gain less immediate benefit. 

A few private sales have been under 
way, however. Gulf Public Service has 
placed $1,320,000 first 33 per cent 
serial bonds with insurance companies. 
San Diego Consolidated Gas & Electric 
Company (Standard Gas system) has 
applied for permission to sell $16,- 
000,000 first mortgage 3 per cent bonds 
to the Equitable Life Assurance Society 
at 107.38, the proceeds to be used largely 
to retire a 4 per cent issue. Alabama 
Water Service Company has filed an ap- 
plication with the SEC for approval of 
the sale of $4,200,000 first 32s due 1965 
at 101 to three insurance companies. 

Houston Natural Gas has filed with 
the SEC $3,500,000 first 4s due 1955 
and 10,000 shares of $3.50 preferred 
stock. The former will be sold by a group 
headed by Mackubin, Legg & Company ; 
the latter is to be offered in exchange for 
the preferred stock of the predecessor 
company of the same name. 

Pacific Gas may, it is thought, be in 
the market for some new money for 
plant improvements, and it is also 
deemed possible that the company might 
wish to obtain funds a year or more in 
advance (as a hedge against any rise in 
interest rates) to meet the maturity of 
$20,000,000 noncallable 6s due Decem- 
ber 1, 1941. 
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What Others Think 


The Effect of War on 
European Transit 


HE horse car is coming back in 

Europe. A photograph recently pub- 
lished in the newspapers showed scenes 
reputedly taken in Copenhagen following 
the Nazi invasion. Horses are hitched to 
busses whose motors have been removed 
to make them lighter. The answer, of 
course, is the scarcity of gasoline and 
other fuels which have been comman- 
deered for military purposes. 

The horse car has also made a some- 
what grim comeback in the once gay city 
of Paris. The German military occupa- 
tion has permitted the famous Parisien 
“metro” (electric subway) to continue 
in operation on a somewhat curtailed 
basis. But the great army of Renaults 
Citroens, and other pint-sized taxicabs 
which used to scramble noisily up and 
down the Champs Elyées, alternately 
amusing and frightening tourists, are 
congregated in web-covered “grave- 
yards.” The answer, again, is lack of 
gasoline. And once more giant Perche- 
rons (draft horses) are solemnly plod- 
ding across the Place de la Concorde, 
drawing motorless busses and simple 
farm wagons filled with sad-eyed French 
citizens who can obtain no other means 
of transportation, unless they want to 
ride a bicycle. 

Maybe the Danes and French learned 
this trick from our own southern tobacco 
farmers. During the depression of 1932 
they added a mule to gasless automobiles 
to make what the newspapers of that day 
nicknamed Hoovercarts. 


N a recent edition of the “service let- 

ter” of the American Transit Associ- 
ation, it would appear that despite its 
beleaguered condition, the transit indus- 
try is faring somewhat better in Great 
Britain—or had been at the time these 
lines were written in mid-August 
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The service letter made this statement: 


As regards personnel, as high as 25 per 
cent of the employees of most transit oper- 
ations have been called for military service, 
To replace these men, companies first en- 
deavored to hire new men over thirty-five 
years of age, physically fit, and reasonably 
well educated. Some companies even hired 
men as young as eighteen years of age, 

But this was not enough to fill all vacan- 
cies. One transit operator reported a “dis- 
tinct falling off in suitable male applicants 
even up to the age of fifty to fifty-five.” 
Consequently large numbers of women have 
been hired to act as conductorettes. Age 
limits in general have ranged from eighteen 
to thirty-five years. 

Women evidently have not been used to 
any great extent so far for driving vehicles, 
although many have been hired as cleaners 
and office workers. One company reports 
the use of two female supervisors. 

General satisfaction has been expressed 
concerning the women hired so far. One 
English transit man remarked that “women 
are better than the older type of men, both 
mentally and physically.” In Glasgow, where 
all available single women have been hired, 
wives of men called to the colors were em- 
ployed. 

Operating staffs of most transit companies 
have been trained in antigas measures, fire 
fighting, and first aid. Air-raid shelters have 
been provided for employees. Other war 
effects on personnel include the postpone- 
ment of holidays, and the payment of bene- 
fits to the families of men called to the 
colors. 


ATURALLY, black-out restrictions 

have necessitated many operating 
changes. Vehicles are limited to 20 miles 
an hour top speed and schedule speeds 
have been cut about 10 per cent. The 
darkening of headlights and_ interior 
lights has caused mechanical complica- 
tions, particularly in view of the in- 
creased usage of British transit vehicles 
as a result of restriction of the sale of 
gasoline for private automobiles. More 
people are crowding on fewer busses and 
street cars. The transport problem 1s 
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WHAT OTHERS THINK 


such that working hours, and even holi- 
days, have been staggered at munition 
plants and factories. All repairs must be 
made during day-light hours as an air- 
raid precaution. 

Shortage of gasoline has given a new 
lease on life to many superannuated elec- 
tric trolley units. Gasoline and Diesel 
motor busses have been cut down by gov- 
ernment order from 50 to 75 per cent of 
bus miles operated prior to the war. But 
there has been comparatively little restric- 
tion on electric trolley car operations. 

Ironically enough, in the light of recent 
economic trends in the transit industry, 
old street cars have been placed back in 


service on the very lines where they had 
been displaced by busses before the war. 
Some of the busses have been converted 
into ambulances ; others have been requi- 
sitioned by the War Office. 

Shortage of materials is being felt in 
many instances, notwithstanding the fact 
that most British transit operators laid in 
heavy stores of reserve materials. The 
shortages were being felt principally on 
such items as batteries, aluminum, safety 
glass, soap, steel, and repair parts. The 
companies are carefully saving all waste 
paper and are gathering up all obsolete 
materials and scrap for use in making 
munitions, 





Baltimore Transit Still Banks on 


The Trolley 


| Rye this year the president of Bal- 
timore Transit Company, Bancroft 
Hill, made a $1,755,000 bet on street cars. 
He did this when he ordered 108 of them 
to transport Baltimoreans. The amount 
involved in this managerial decision is 
certainly a substantial stake—even for a 
large and prosperous city such as the 
Maryland metropolis. There are a num- 
ber of reasons why Mr. Hill decided to 
back electricity instead of petroleum, but 
it may be five or even fifteen years be- 
fore he will know whether he will be 
completely vindicated or otherwise. 
Furthermore, Mr. Hill hedged by order- 
ing 15 busses costing nearly $200,000. 

The story of the Baltimore executive's 
decision was the subject of a feature ar- 
ticle by Edward G. Maxwell, published 
in a Sunday edition of the Baltimore 
Sun. Mr. Maxwell stated : 

An impressive section of the transit in- 
dustry agrees with Mr. Hill that there is still 
“no vehicle for surface transportation which 
can compete with the modern street car for 
long hauls on heavy-traveled lines.” Yet 
tight along cities like Tacoma, Spokane, 
Nashville, Austin, and Syracuse are swing- 
ing over to all-bus operation. All these are 
sizable places but none, of course, approach- 
ing Baltimore’s population class. Seattle has 
gone off on an entirely different course by 
ordering 235 trackless trolleys, that being 
some four times as many of these hy- 


brids as much-larger Baltimore is operating. 

The urban transportation industry is 
plainly in a state of transition and is dis- 
turbed not only by the conflict between the 
partisans of the electric motor and those of 
the internal combustion engine, of steel rail 
and rubber tire, but also by vague appre- 
hension lest one or the other of the com- 
batants—or some rank outsider—suddenly 
jerk a strange rabbit out of a hat and over- 
night render obsolete equipment that might 
otherwise have a useful life of eight to 
twenty years. In the midst of this confusion 
transit companies must replace worn-out or 
out-of-date equipment and everywhere men 
like Mr. Hill are having to ponder the 
recommendations of their engineers, consult 
the auguries, and do their shopping—in full 
knowledge that, whatever they buy, a lot of 
experts will consider them loco. 


HE transit business has, perhaps, 

been subject to more continuous 
technical change than any other major in- 
dustrial unit, with the possible exception 
of its sister utility business—the manu- 
factured and natural gas distribution 
industry. Since the stagecoach days of 
the Revolutionary times there has been 
a constant parade of innovations in the 
art of urban transportation. First, there 
were horse cars on steel rails which 
routed the bouncing omnibus from the 
cobblestone streets of the Civil War pe- 
riod. Then came the cable cars. Next the 
electric trolley car. The World War crisis 
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brought the gasoline jitney bus which 
finally developed into the low-price taxi- 
cab—a lusty competitor of the street car. 
Within the industry itself the streamlined 
gasoline bus has been steadily displacing 
less profitable rail lines. Between these 
two forms of transportation most transit 
executives remain emotionally indiffer- 
ent. It is a matter of dollars and cents in 
each individual case whether to switch to 
the rubber or stay on the rails. As Mr. 
Maxwell put it, 


With traction-operating men, though cer- 
tainly not with manufacturers of equipment 
or the utilities which supply them with elec- 
tricity and which may exercise varying de- 
grees of control over them, it has become a 
matter of indifference whether they serve 
their customers with busses or street cars 
provided the customers are satisfied and the 
business is profitable. An appalling record 
of receiverships, the result of declining busi- 
ness on top-heavy capitalization and political 
interference, has so humbled the industry 
that it is appealingly eager to please. It can- 
not indulge itself in sentimental hangovers 
as to steel rails and electric equipment to 
the extent of incurring customer ill will but, 
having the tracks and-overhead wiring and, 
in many cases, generating equipment, it 
knows it can transport people cheaper by 
street cars, under certain conditions, than 
by any other equipment. By providing the 
public with street cars more comfortable and 
as swift as busses, it has arrived at a solu- 


tion. 

The 108 street cars which the builders, 
barring national defense complications, will 
deliver to Baltimore in batches between 
November of this year and December of 
next, are practically duplicates of the green 
streamliners on the Nos. 25, 31, and 8 
routes [Baltimore city]. They have demon- 
strated their ability to draw automobile 
owners back to street cars. On the No. 8 
route, where 41 of them were put into serv- 
ice last July, they were increasing gross 
business late in the year at a rate indicating 
a gain of about $100,000 for a full year. 
That is an improvement of about 10 per cent 
on a line where business had been shrink- 
ing. Not so great a gain as attended the 
substitution of trackless trolleys for rail 
cars on the Preston street and Federal street 
lines a little earlier, but enough to confirm 
previous experience—running back to the 
fall of 1936—with the rubber-slung car and 
pointing to its value. 


HIs is the type of street car which 
the late C. F. Hirshfeld, distin- 
guished electrical engineer, was employed 
by leading transit executives to design in 
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1930. This design set unprecedented 
standards in operating efficiency and pas- 
senger comfort. Street car manufactur- 
ers at first doubted that they could de- 
liver the new car at the price the transit 
companies agreed to pay. But now, like 
the manufacturer of private automobiles, 
the street car manufacturers are deliver- 
ing this latest model product for a little 
less than $17,000, or about $1,000 less 
than was being paid for old-style equip- 
ment in 1930, The new unit features rub- 
ber cushioning in springs and wheels, 
which lessens vibration and _ noise; 
forced-draft heating and ventilation; 
modern lighting ; greatly improved pick- 
up and braking mechanism, which makes 
its running time rival anything operating 
on rubber tires. 

One argument in favor of the bus as 
against the street car in this battle for 
supremacy is the fact that obsolescence 
rather than depreciation is the real meas- 
ure of the life of an operating unit. It 
is no longer a question of how many years 
a street car will run efficiently. It is a 
question of how many years the public 
will be satisfied to ride in them. Most 
large city transit companies have a few 
30- and 40-year-old electric trolley cars 
hanging around which are still technically 
intact. But the public does not like them 
and shows it plainly whenever they are 
returned to use, even for a short while. 

Transit companies found out long ago 
that it pays to invest in passenger satis- 
faction, even at the expense of writing off 
units which are still in good operating 
condition. The bus has only an estimated 
useful life of eight years and a track- 
less trolley is estimated at ten years or 
more. This means that investment in such 
units is likely to be used up before the 
busses are retired from service. Mr. 
Maxwell’s article cited some interesting 
operating factors about busses and street 
cars in the Monumental city : 


Busses average 350,000 miles before they 
are junked, and with this as a guide it is 
apparent that some of Baltimore’s veteran 
street cars have rolled up more than 1,000,- 
000 miles. They cover nearly as much ground 
in a day as a bus, their average speed being 
a little under 10 miles an hour as against 
slightly under 11 miles for busses. 
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“DON’T CARE IF THEY ARE HALF-BROTHERS; THEY 
CAN’T BOTH RIDE ON ONE TICKET” 


Busses die more suddenly than street cars. 
One day they are in operation, the next 
they are scrap metal. Old street cars com- 
monly are held in reserve for long periods 
after retirement from regular service. Like 
old soldiers, they don’t die but simply fade 
away. If sold to roadside lunch operators 
the fading is prolonged indefinitely. Some 
of Baltimore Transit’s outworn equipment 
used to be sold in South America, but the 
Latin Americans are no longer factors in 
the second-hand street car market. 

Since its rebirth in 1935 Baltimore Trans- 
it has shown marked openmindedness on 
the equipment question. Baltimore has an 
unusual variety of rolling stock in conse- 
quence of the company’s determination to 
try anything that seemed to have merit and 
assign to the different routes the vehicles 
that best fitted their traffic. It is said to be 
the only city in the country which offers a 
combination of streamliner street cars 
(PCC cars, the industry calls them), track- 


less trolleys, and Diesel busses. It has the 
double-deck busses on Charles street, and 
they are becoming a rarity. The articulated 
bus, longer than any street car, which has 
been operated experimentally the last two 
years on the Q line, is but one of three of 
the kind ever built. 


oo Baltimore Transit Company also 
operates a number of Diesel busses 
and is still struggling with the question 
of whether fuel economy of a Diesel 
model justifies the initial extra cost over 
the gasoline models. The Baltimore street 
car system is unique with respect to the 
distance between its rails, which is 5 feet, 
4 inches. This is believed to be the widest 
gauge in the United States. Most trac- 
tion companies adhere to the standard 
railroad gauge (4 feet, 5 inches), 


427 SEPT. 26, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


although there is no definite standard 
street car gauge. 

Just why the street car pioneers 
adopted such a wide gauge track in Balti- 
more is not definitely known. There is one 
story to the effect that the post-Civil War 
citizens demanded car rails the same 
width as the wheels of their buggies, 
which was 5 feet, 44 inches. Another 


story is to the effect that Baltimore prop- 
erty owners had a suspicious fear that the 
street car tracks might some day be used 
for steam locomotives, regular railroad 
hauling, and thereupon insisted upon a 
nonstandard gauge. 
TRACKING Down THE TROLLEY. By Edward 
- la The Sun (Baltimore). July 





“Utility” Concept of Highway 
Costs Questioned 


He. users in the United States 

are paying hundreds of millions of 
dollars in automotive taxes over and 
above their fair share of highway costs, 
it was claimed in a fact-finding report 
issued by Joseph B. Eastman, chairman 
of the Interstate Commerce Commission. 
In the 5-year period, 1933-1937, motor- 
ists made overpayments of $387,966,000 
beyond the total “assignable” costs for 
the period, the report found. 

The report tends to show not only that 
the position of the railroads that high- 
ways are “subsidized” by general tax 
money is unsound, but that the railroads, 
chiefly during the period in which they 
were being developed, have been sub- 
sidized to the extent of $1,282,000,000. 
Much of this calculation is based upon 
the somewhat doubtful premise of old 
public land grant policy analogous to the 
Federal aid policy for present-day high- 
way construction. 

The survey, whose findings are said 
to disprove the railroads’ contention that 
highway users are not paying their way, 
was started by Mr. Eastman when he 
was Federal Coordinator of Transporta- 
tion. When that office was abolished, the 
railroads provided Mr. Eastman $15,- 
000 to complete the work. 

In the period from 1921 to 1926, when 
automotive tax revenue of the states was 
only one-third of what it is at present, 
the study found that road expenditures 
expanded more rapidly than did tax rev- 
enue, and that there was a deficit in the 
period chargeable to the highway users. 
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However, since 1927 annual payments 
of the motorists have exceeded their 
share of highway costs. Such overpay- 
ments, it was stated, have wiped out the 
deficit chargeable to the motorists that 
was incurred during the first half of the 
twenties. 


HE report did not give highway 

users credit for $2,000,000,000 
paid to date to the Federal government 
in gasoline and other automotive taxes, 
nor for a substantial part of the $1,000,- 
000,000 of automotive tax funds which 
have been diverted to nonhighway pur- 
poses by the states. The report also 
charged against highway users 4.25 per 
cent interest on “unamortized highway 
investment,” regardless of whether or 
not the capital outlay was obtained by 
borrowing. 

The “public utility” or “profit” theory 
of highway costs advanced by the rail- 
roads is attacked by the report. The 
railroads have advanced a theory to the 
effect that highways are “public utili- 
ties” and for that reason highway users 
should pay not only out-of-pocket costs, 
but also should pay various other 
charges, including interest on a hypo- 
thetical investment, whether amortized 
or not, and also a service charge which 
would return a “profit” on the hypo- 
thetical, inflated investment. Such a 
theory, if adopted, would increase pres- 
ent automotive taxes. 

The report, in rejecting the railroads’ 
“public utility” theory, said the fact 
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“DA BOSS, HE SAY DERE AIN’T ANY FINISHA TO DISSA TUFF CABLE; 
WE PULLA BECUZZA A SOMEBODY HESA CUTTA DA END OFF” 


that highway improvements have been 
financed by taxpayers and users “ap- 
pears to make a tax charge (on invest- 
ment) incongruous and to result in sub- 
stantially a form of double taxation—for 
the provision of facilities and the privi- 
lege of using them.” The report failed 
to recognize that this is precisely what is 
supposed to occur when tax funds are 
invested in other so-called self-liquidat- 
ing public projects such as TVA, FHA, 
etc, 

Soundness of present trend in some 
states toward the inclusion of “more and 
more” rural roads in the state highway 
systems, which increases state road costs 
and tends to exert pressure for higher 
automotive tax rates, was questioned in 
the report. The report stated: 


There is need, for more careful scrutiny 
by the respective states of both their ex- 
penditures and revenue programs in order 
that the most effective use may be made of 
the not unlimited funds which can be sup- 
plied by motor vehicle users. 

Wholesale transfers of local road mile- 
age thus far made in most instances did 
not receive such scrutiny. They rest, there- 
fore, on an insecure basis except to the ex- 
tent that they are part and parcel of and 
consistent with the general trend towards 
large motor vehicle support of highways. 
They suggest a determination of the extent 
to which motor vehicle use is spreading out 
over the several groups of highways, of the 
feeder value of the lesser roads, and of 
where emphasis should be placed in future 
expenditures for roads. 


spear on the division of road 
and street costs between highway 
users and other taxpayers, the report 
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alleged that roads and streets “are use- 
ful in many ways which are not related 
to the operation of motor vehicles.” 
Streets serve to effect a proper separa- 
tion of houses and buildings, thereby 
diminishing congestion and fire hazards 
and making air and light more available. 
The degree of improvement reflects the 
economic or social standards of the com- 
munity. The improvement of streets 
contributes to proper drainage. Street 
car lines occupy the streets for the con- 
venience of the public. Other facilities, 
such as telephone and telegraph wires, 
are carried in conduits under city pave- 
ments or strung along rural roads. 


The report questioned the argument 
sponsored by the railroads that heavy 
trucks unduly damage modern pave. 
ments and therefore should bear very 
heavy taxes. Taking notice of the re- 
markable expansion of noncommercial 
traffic, the report concluded that wider, 
more durable roads are needed for such 
noncommercial traffic than were avail- 
able two decades ago. 


Pusiic Aips TO TRANSPORTATION. Report by 
Interstate Commerce Commissioner Joseph 
B. Eastman. Vols. I-IV. Price 60 cents 
each. Superintendent of Documents, U. S. 
Government Printing Office, Washington, 
D. C. 1940. 





The Great Central Valley Project Takes Shape 


xc with its well-publicized 
sister projects, such as TVA and 
the Columbia river developments, the 
Central Valley project of California has 
not, as yet, enjoyed the national pub- 
licity which its size and scope would in- 
dicate. It will take several years to com- 


plete this great reclamation and power 
project. 

Central Valley was first conceived in 
1873, when Californians of that day 
gazed across the vast semiarid. Sacra- 
mento and San Joaquin valleys and en- 
visioned an empire unequalled in all the 
West in richness and _ productivity. 
Years of study by succeeding engineers 
and commissions brought the vision 
nearer. Now the project is already well 
advanced into heavy construction at a 
cost which will ultimately approximate 
$170,000,000. 

These valleys formed by the Sacra- 
mento and San Joaquin rivers between 
the Sierra Nevada and the Coast range 
may be crossed from east to west in an 
hour’s fast driving. But from Mount 
Shasta at the north end of the mighty 
basin to the Tehachapi Divide at the 
south end, the distance is greater than 
that which separates Los Angeles and 
San Francisco. Writing of this project 
recently in the San Francisco Chronicle, 
John U. Terrell gives us an interesting 
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picture of this territory. He says in 
part: 


In this area lies a third of the state’s area, 
two-thirds of its agricultural lands. The 
Sacramento river has a larger annual run- 
off than the Colorado, on which the largest 
concrete dam in the world stands. 

Shasta dam, the major structure of Cen- 
tral Valley, will be second in height only to 
Boulder dam, second in mass only to Grand 
Coulee. It will be the highest—560 feet— 
overflow type of dam in the world. A great 
falls will roar down in a drop of 480 feet, 
three times the height of Niagara. 

On the upper San Joaquin river, above 
Fresno, Friant dam is taking shape. It will 
tower 300 feet above the stream whose rages 
it will control with a stern mastery. 

The Shasta dam power plant ultimately 
will produce annually about 1,500,000,000 
kilowatt hours. This energy will be car- 
ried southward over the Kennett transmis- 
sion line, passing Red Bluff and Colusa and 
Chico and Sacramento to the San Fran- 
cisco bay—a new vital life for the bay 
area’s industry, for national defense, mak- 
ing possible tremendous industrial develop- 
ment which will benefit business, increase 
growth, in San Francisco. 

Shasta dam will back up the waters of 
three rivers, the Sacramento, Pit, and Mc- 
Cloud, a distance of 35 miles. A reservoir of 
29,500 acres will be created. 

In the years preceding construction, engi- 
neers determined every detail of the job be- 
fore them. Today they know how many 
cubic vards of concrete, how many board 
feet of lumber, how much labor, how many 
feet of pipe and wire will be used in Cen- 
tral Valley. 
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THE CENTRAL VALLEY PROJECT 


sentative of the Bureau of Recla- 
mation, is the principal boss of the proj- 
ect. Ralpla Lowry is in charge of Shasta 
dam construction; O. G. Bowden is 
supervising the building of the Contra 
Costa canal and the San Joaquin pump- 
ing system, while R. B. Williams is 
directing the work at the Friant dam. 
The latter dam will not produce power. 
It will be used to store irrigation waters 
and to control floods of the San Joaquin 


W centati R. Young, official repre- 
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watershed. From it water will be 
diverted into the Friant-Kern and the 
Madera canals. These two canals will 
deliver supplemental water to the south- 
ern San Joaquin valley counties, which 
depend for existence on an adequate 
supply of irrigation water. These coun- 
ties include Fresno, Madera, Tulare, 
Kings, and Kern. 

Up in the delta region, salt from sea 
water has long been an expensive bur- 
den for industries and farms. The an- 
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nual invasion of saline water into upper 
Suisun bay regions makes the bay water 
in adjacent channels so salty that it can- 
not be used for several months a year for 
fresh water requirements. The Central 
Valley project will overcome this to some 
extent by furnishing fresh water direct 
from the river. This will be done by the 
construction of the Contra Costa canal 
which will carry 350 second feet of water 
from the San Joaquin delta over to the 
suffering area adjacent to San Francisco. 

Through a network of 550 miles of 
channels and sloughs which are the San 
Joaquin-Sacramento delta, a cross chan- 
nel will be built to facilitate the fresh- 
water flushing of these occasionally salty 
waterways. It will bring surplus Sacra- 
mento river water to the intakes of Con- 
tra Costa canal and the San Joaquin 
pumping system. 


HE San Joaquin pumping system 

will lift water from the delta up the 
San Joaquin valley for 100 miles to Men- 
dota. Thus all the water of the Central 
Valley will be controlled by these sys- 
tems. Here is a table of the costs of the 
various units of the project: 


Shasta Dam $ 70,000,000 
Shasta Power Plant 18,000,000 
Electric Transmission Line to 

Antioch 12,700,000 
Friant Dam and Reservoir .... 
Friant-Kern Canal 
Madera Canal 
San Joaquin River Pumping 

Station 
San Joaquin-Sacramento Delta 

Cross Channel 
Contra Costa Canal 
Rights-of-Way, Water Rights, 

and General Expenses 


$170,000,000 


e 


Mr. Terrell’s article concludes with 
the following paragraphs: 

Man’s ingenuity will result in the con- 
serving and regulation of this water. Until 
the Central Valley project was started, de- 
velopment of our water resources had not 
kept pace with agricultural development. 
Years of drouth came, and we had no reser- 

’ voirs. Some 400,000 acres on which we had 
grown crops were threatened by the desert, 
unceasingly seeking to reclaim the land man 
has taken away. About 50,000 acres of pro- 
ducing lands have been abandoned because 
wells ran dry. 

Today we may look to the Central Val- 
ley project with new hope, and with the 
knowledge that it will open gates through 
which we may pass to build a great new 
empire in California. 


Distribution of the power developed in 
the Central Valley project is still an un- 
settled problem. At the last meeting of 
the California legislature, Governor Ol- 
son wanted the legislators to authorize 
a substantial allocation of bond money to 
be devoted exclusively to the establish- 
ment of a system of publicly owned dis- 
tribution facilities. 

Despite his wishes, however, the legis- 
lators evidently felt that California 
farmers were more interested in water 
and that irrigation ought to get the em- 
phasis in the spending, since private 
power company facilities were available 
to handle the distribution of the power 
generated. The question is bound to come 
up again in various forms in the near 
future. Needless to say, the question has 
taken on the aspect of a political issue 
in the sunshine state. 


CENTRAL VALLEY Project: AN Epic oF Man’s 
BATTLE AGAINST Nature. By John U. Ter- 
Ha San Francisco Chronicle. August 26, 


THE EFFECT OF GASOLINE DROUTH ON DANISH TRANSIT 


From a post-occupation issue of the Copenhagen Politiken. 
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The March of 
Events 


Wheeler-Lea Bill 


HE Wheeler-Lea bill to bring inland and 

coastal water carriers under Federal reg- 
ulation similar to that now covering motor and 
rail transportation on September 9th won Sen- 
ate approval by a vote of 59 to 15, ending a 
legislative controversy of nearly two years. 
President Roosevelt’s approval of the measure 
was regarded in Senate circles as likely to fol- 


low. 
The bill had its origin in the recommenda- 


= 


- tions of a special committee of employers and 


employees appointed by Mr. Roosevelt in 1938 
to make recommendations for remedying the 
railroads’ financial situation. 

In its final form the bill would require com- 
pensation up to four years for workers who 
might be displaced by consolidations and re- 
organization of transportation systems. 

Proponents of the legislation contended that 
it would eliminate “unfair competition by 
waterways and provide equality of regulation 
for all types of transportation.” 


* 
Alabama 


Gas Rates Reduced 


Paes a new rate schedule announced by 
the state public service commission, cus- 
tomers of the Alabama Gas Company and the 
Alabama Natural Gas Corporation received a 
substantial reduction in rates. Some domes- 
tic customers will get lower rates and none 
will have to pay more than at present. The 
new schedule is effective October Ist. 

The Alabama Gas Company serves Annis- 


ton, Gadsden, Montgomery, Selma, and Tus- 
caloosa; and the saving to these cities, the 
commission estimated, will be approximately 
— the first year and $75,000 a year there- 
after. 

The Alabama Natural Gas Corporation 
serves Auburn, Heflin, Leeds, Opelika, Re- 
form, Talladega, Tuskegee, and Wetumpka. 
While customers in these places will get lower 
rates, the commission has made no estimate of 
the annual gross saving. 


California 


Bill for San Francisco 


a Secretary A. J. Wirtz early this 
month sent the city of San Francisco a 
bill. Under provisions of the Raker Act, Wirtz 
wrote:to Mayor Rossi, the city is obligated to 
construct, maintain, and repair roads and trails 
in that part of Yosemite National Park used 
by the Hetch Hetchy project. Therefore, bills 
were sent for $9,823.88 for maintenance and 
repair service prior to 1938; $15,470.35 for 
1938-1939 ; and $2,019.59 for 1939-40. 
Apparently no consideration was given to 
the fact that the city entered into an agreement 
a decade ago with the then Secretary of the 
Interior, Ray Lyman Wilbur, whereby the 
former absolved itself of further road-build- 
ing obligation by the payment of $1,250,000 to 
the government in five equal installments. 
_Secretary of Interior Ickes takes the posi- 
tion that former Secretary Wilbur had no right 
to enter into an agreement assertedly abrogat- 
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ing a section of the Raker Act and that the city, 
therefore, must continue to pay. 

The payments were made in August, 1932; 
September, 1934; August, 1935; and October, 
1936. All but the latter of these were taken by 
the Interior Department and devoted to its 
own uses. The latter was seized by the Con- 
troller General. 


Central Valley Plan 


HE form and extent of California’s par- 

ticipation in development and completion 
of the $228,000,000 Central Valley Water 
Project will be determined by a finding as to 
the amount that can legally be made available 
by state bond issue. Members of the State 
Water Project Authority made that clear re- 
cently in directing their legal department to 
analyze the statute authorizing state financing 
and determine whether as a matter of law it 
fixes a limit of $170,000,000. 
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Florida 


Bus Franchise Vote Set 


IAMIANS will have an opportunity on Oc- 
tober 8th to decide on the proposed bus 
franchise of the Miami Transit Company, the 
city commission recently having voted 4 to 1 
to accept the proposal. Registration books 
were opened from September 3rd to 21st, in- 


clusive. Only persons not qualified were re- 
quired to register. 

Both the ordinance of acceptance and the 
resolution setting the election date and opening 
the registration books were opposed by Com- 
missioner R. C. Gardner, who had previously 
voted against the ordinance when it came up 
for first reading. 


Illinois 


Gas Rate Cut Restrained 


upcE Will M. Sparks of the United States 
Circuit Court of Appeals on August 31st 
issued a temporary order restraining the Fed- 
eral Power Commission from enforcing its 
order for a $3,750,000 annual reduction in nat- 
ural gas rates in the Chicago area. 
The appellate court order was obtained by 


the Natural Gas Pipeline Company of Amer- 
ica and its affiliate, the Texoma Natural Gas 
C ompany, whose rates were recently cut. 

A petition for a rehearing has been filed with 
the FPC by the companies, and Judge Sparks’ 
order would maintain the present rate sched- 
ule until it has been acted upon. Attorneys 
said the companies did 90 per cent of their 
business in Chicago. 


Iowa 


Street Railway Franchise 


HE Des Moines city council early this 

month placed on first reading a new ver- 
sion of a proposed ordinance granting a new 
25-year franchise to the Des Moines Railway 
Company. At the same time, the council “in- 
definitely postponed” further action on a 
former proposed ordinance which had received 
first reading on September 3rd. 

The utility’s present franchise does not ex- 
pire for six more years, but a new one is be- 
ing asked on the grounds additional improve- 
ments cannot be financed without it. 

Councilmen said the only difference between 
the two proposals was in the provisions which 
the council decided on September 3rd should 
be added as an amendment when the original 
proposal should go on second reading. The 
council subsequently decided to start afresh 


with a new ordinance to avoid confusion. 

Chief addition was a provision for continua- 
tion of the position of city street car super- 
visor, which would have been eliminated un- 
der the former proposal. It was said the pro- 
posed franchise was very similar to the one 
now in effect. 

An inquiry was made as to what protection 
property owners have, under the proposed 
franchise, in connection with new paving on 
streets with car lines. Attorney George Bram- 
mer, representing the street car company, said 
the proposed franchise provides that 14 per 
cent of gross revenues, from the trackless trol- 
leys and busses, go to the city, so that property 
owners will probably benefit more than they 
do under present arrangements. 

The 1940 assessment valuation of the street 
railway company was recently fixed at $849,- 
983.60, a decrease from last year of $150,018.50. 


Kentucky 


Louisvillé Railway Report 


HE report of John H. Bickley, public utili- 
ties consultant who was retained by the 
Louisville Railway Company to study its op- 
eration, was recently released. 
The report is contained in a volume of 
74 pages. 
The recommendations of essential im- 
portance to the public were said to be as fol- 
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lows: That the directors initiate a drastic re- 
vision in the capital structure, to reduce it to 
less than half of what it is at present; that 
over a period of five years, all lines be con- 
verted to motor or trolley bus except Fourth 
street, and that the service on that street be 
greatly improved; that during the 5-year pe- 
riod the company shall spend about $3,000,000 
on modernization; and that fares be left as 
they are. 
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The present capital set-up of the company is 
$16,596,515, which is divided as follows: Sur- 
plus, 46,715 ; second mortgage 44 per cent 
bonds (now first mortgage because the first 
has been paid off), $994,000; general mortgage 
5 per cent bonds, $3,457, 000, a total debt of 4,- 
451,000; preferred stock, 5 per cent cumulative, 
of ‘$3, 500,000; and common stock issued at 


298,800. 
Mr. Bickley said the bonds of the company 
are perfectly good, presuming continued opera- 


tion even on a reduced income, but that the 
preferred stock is worth no more than half its 
$3,500,000. It has not paid a dividend since 
1930 and it has accumulated dividends of $1,- 
750,000. Mr. Bickley recommended that the 
past-due dividends be wiped out and that, even 
if they are earned, no dividends shall be paid 
on preferred stock for the 5-year period of 
modernization. 

The railway company has franchises that 
expire in 1942 and 1948. 


M ichigan 


DSR Votes Audit 


A sURVEY of bookkeeping methods and op- 
erating policies of the Detroit Street 
Railway, designed “to answer for all time the 
questions of all critics,” was approved by mem- 
bers of the street railway commission early this 
month. The vote for an audit and survey by 
an impartial group of outside experts and ac- 
countants_ was recommended to the commis- 
sion by Fred A. Nolan, DSR general man- 
ager, and Samuel T. Gilbert, commission 
president. 

The recommendation marked the fulfillment 
of a promise made some weeks ago to Council- 
man Hamilton, chief DSR critic, by Mayor 
Jeffries. The mayor promised Hamilton the 
matter would be brought before the first Sep- 
tember meeting of his commission. 

A suggested 3-point scope for the survey 
was recommended by Nolan. He requested 
that the survey should cover, first, cost ac- 
counting methods and practices of the DSR; 
second, operating methods now employed by 
the DSR in respect to street cars and motor 
coaches; and, third, “such other matters as a 
competent and impartial agency chosen by the 
commission would deem necessary to survey.” 

Hamilton was instructed to offer as possible 
subjects for investigation any other questions 
which he may have concerning DSR. 

Nolan in his letter to the commission pointed 
out that current DSR operating policies have 


resulted in savings for the last six months of 
the current fiscal year of $386,262 over and 
above the costs of the same period a year ago. 
Nolan wrote the commission: 

“The enemies of public ownership will seize 
upon any opportunity to renew their attacks 
upon the principle of public ownership through 
the DSR, regardless of any facts or figures 
which the responsible officials may present.” 


Power Plan Denied 


a he favors municipal ownership of 
public utilities, Mayor Jeffries of Detroit 
recently said he was considering no immediate 
program under which the Public Lighting 
Commission would sell power and light in 
competition with the Detroit Edison Company. 
In the months of November, December, and 
January, he explained, the commission has to 
buy power from the Edison Company in order 
to supply the DSR, the sewage disposal plant, 
city buildings, housing projects, and other 
functions which it serves. The mayor declared 
that so long as this was the case the city ob- 
viously could not go into the business of sell- 
ing power to anyone else. He stated: 

“IT am completely in favor of municipal 
ownership of those public utilities which have 
a monopolistic control over charges to the pub- 
lic. I am convinced that municipalities, be- 
cause they could eliminate the profit element, 
would operate them more economically.” 


, 
North Carolina 


Power Case Appealed 


Aa for the Duke Power Company 
prepared recently to appeal to the state su- 
preme court a decision of Judge Zeb V. Net- 
tles in superior court at Greensboro giving 
High Point the go-ahead signal in the building 
of its $6,500,000 hydroelectric project. 

Judge Nettles signed an order holding that 
High Point had made “substantial and con- 
trolling change” in the power project plan and 
that the court should modify the injunction. 
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He also held that in making the changes the 
Federal Power Commission and council had 
not been in contempt of court. He cited the 
fact that the supreme court last April held 
that the Yadkin river, on which the project 
would be built, is not a navigable stream, and 
the city had no right to accept a license. 

He said, however, that High Point, by a res- 
olution last July 15th, had rejected and dis- 
charged the Federal license and that the li- 
cense no longer constituted a part of the pro- 
posed project. 
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Ohio 


Railway Bid Vetoed 


HE counterproposal of the Cleveland Rail- 
way Company of a traction franchise was 
recently reported by Traction Commissioner 
Edward J. Schweid to contain “many points of 
agreement” between the company and the city 
of Cleveland, but its basic principles were such 
that it “could not carry out its stated purpose.” 
In a 34-page report, Schweid wrote that the 
company’s proposal was “supposed to be a serv- 
ice-at-cost franchise” but did not in fact pro- 
vide for service at cost and, instead, attempted 
to fix on the street car system future costs 
which should not be included. In addition, the 
traction commissioner asserted that the pro- 


posal offered no hope of adequate transporta- 
tion service to the community. 

The report was filed at the request of the 
city council in comment upon the proposal 
made recently by the railway company. The 
counterproposal was made aiter the company 
had disagreed with the conclusions arrived at 
by Schweid and Joseph C. Hostetler, company 
franchise negotiator. 

The report said that the proposed franchise, 
as drawn by Schweid and Hostetler, had rep- 
resented many compromises of the city’s in- 
terests and that the counterproposal, particu- 
larly in the provisions relating to capital value, 
had failed to make compensatory evaluation of 
the compromises. 


Oklahoma 


Electric Rates Approved 


hae ranging from 8.6 per cent to 11.3 
per cent in electric rates for residential 
and commercial consumers in 129 eastern 
Oklahoma cities served by the Public Service 
Company of Oklahoma were approved early 
this month by the state corporation commis- 
sion. Reford Bond, chairman of the state 
commission, declared the new rates would 
make possible a saving of about $315,000 an- 
nually to consumers in the 129 cities. 

The commission previously had reduced 
rates in Okemah, Vinita, and Nowata and these 
reductions went into effect September Ist. The 
reductions ordered recently will become effec- 
tive October Ist. 

Residential rates in Tulsa were set at 85 
cents for the first 16 kilowatt hours; 4.24 cents 
each for the next 34; 2.54 cents for the next 
150; and 2.12 cents for excess. Tulsa commer- 
cial rates were set at 85 cents for the first 16 
kilowatt hours; 4.24 cents for the next 184; 
3.39 cents for the next 300; and 2.54 cents for 
excess. 

Bartlesville, McAlester, and Okmulgee were 
placed in the second group with the following 
rates: Residential—85 cents for the first 12 
hours; 4.41 cents each for the next 38; 2.54 
cents for the next 150; and 2.12 cents for ex- 
cess. Commercial—85 cents for the first 12 
hours; 4.41 cents for the next 188; 3.39 cents 


for the next 700; and 2.54 cents for excess, 

Hugo, Idabel, Nowata, Okemah, and Vinita 
were placed in group 3 with residential rates of 
85 cents for the first 11 hours; 4.66 cents for 
the next 39; 2.54 cents for the next 150; and 
2.12 cents for excess; and commercial rates of 
85 cents for the first 11 hours; 4.66 cents for 
the next 189 hours; 3.39 cents for the next 
700; and 2.54 cents for excess. 

Rates in the smaller towns of three other 
groups were somewhat higher although a basic 
rate of 85 cents was maintained. 

In a statement issued by the corporation 
commission it was said that reductions were 
the result of studies made over a long period 
of time by engineers of the Public Service 
Company and the commission. The commis- 
sion denied that the building of the Grand 
River dam had had anything to do with the 
reductions ordered. The commission’s state- 
ment said: 

“In the 9-year period immediately preced- 
ing announcement of funds for the Grand 
River dam, reductions were made by the com- 
pany which now amount to more than $925,- 
000 a year. These facts are in direct contra- 
diction to published statements of Grand River 
Dam Authority officials which appeared re- 
cently, wherein it was inferred that the rate 
reductions ordered by the commission were 
brought about through the building of the 
Grand River dam.” 


Oregon 


Refuses to Place Issue on Ballot 


HE Portland city council on September 
5th finally refused to place a municipal 
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power proposal on the ballot November 5th 

and voted to ask the Federal government, 
through the Bonneville Power Administration, 
to define its plans for the Columbia river val- 
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ly and in the area of the city of Portland. 

First, the council filed petitions for a vote 
on municipal ownership of power facilities. 
Then it directed Mayor Joseph K. Carson, Jr., 
at his suggestion, to inquire of the Federal 
government, through Bonneville Administra- 
tor Paul J. Raver: 

1. What policy it intends to advocate on the 
power question in the Columbia river valley 
and particularly in the Portland area. 

2. That the policy which the Interior De- 
partment intends to advocate be placed before 
Congress so that the general public, the city 
government, and private utilities may be able 
at an early date to formulate definitive 
policies. 

Specifically, Mayor Carson and the council 
want to know if Bonneville is to be authorized 
to take over private utilities to distribute 
power—as the TVA is operating. Administra- 
tor Raver announced on his return from 
Washington early this month that such a bill 
was being drafted. 

The council previously defeated, 3 to 2, a 
proposal by Commissioner J. E. Bennett, which 


would have requested legislation to permit 
Bonneville to acquire the two local power com- 
panies and retail power to the people “from 
door to door.” 


New Rates Filed 


EW electric rates filed August 28th with 
Ormond R. Bean, state utilities commis- 
sioner, will provide electric service at substan- 
tial savings as compared to the rates hereto- 
fore in effect, according to W. C. MacInnes, 
president of the West Coast Power Company. 
The new rates, which were effective Septem- 
ber 15th, will apply to the company’s coast di- 
vision, and will be first shown on bills rendered 
in October. 

The total savings under the new rates will 
be $18,540 annually, of which $10,940 will 
be shared by the residential customers and 
$7,600 will be for the benefit of the commer- 
cial users of electric service. 

The new residential rate provides for a mini- 
mum charge of $1 per month, which includes 
15 kilowatt hours. 


Rhode Island 


Rate Reduction Announced 


uBLICc Utilities Administrator Benjamin M. 
McLyman on September 10th announced 
reductions in the rates of the Newport Elec- 
tric Corporation, which, he said, will result 
in annual savings to consumers of $29,919. 
His announcement followed completion of 
negotiations with the Newport utility covering 
rate reductions which have been under way 
for several months. The reductions comprised 
the second step in the 3-step plan recommended 
by the utilities rate survey made several years 
ago. 


The new rates cover four different types of 
service. Reductions in the first three types of 
service will take effect October Ist. The resi- 
dential rate has been reduced by an estimated 
amount of $17,432 and will affect 9,257 cus- 
tomers. The commercial lighting and residen- 
tial power rate has been reduced by an esti- 
mated amount of $1,987 annually and will 
affect 270 customers. The power lighting-short 
term rate has been reduced by an estimated 
amount of $4,500. The general service-primary 
power rate has been in effect since July 1st 
and this will result in an estimated reduction 
of $6,000 annually. 


South Carolina 


Santee Project Essential 


ENNETH Markwell, Public Works Admin- 
istration engineer, recently announced 
that the PWA had made an additional $5,- 
000,000 available for construction of the 
Santee-Cooper power and navigation project. 
He said the additional funds, allowed “be- 
cause of the importance of the project to na- 
tional defense,” would offset possible increases 
in estimates of the cost of contract work not 
yet awarded. 

Some of the money will be used for con- 
struction of transmission lines to carry power 
to the large area which the South Carolina 
Public Service (Santee-Cooper) Authority 
will serve. 
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At the same time Governor Burnet R. May- 
bank was advised of the opinion of Leland 
Olds, chairman of the Federal Power Com- 
mission, that construction of the power project 
should be hastened to completion. The gover- 
nor also disclosed the fact that John M. Car- 
mody, Federal Works Administrator, had rec- 
ommended that the $45,000,000 hydro and navi- 
gation development be codrdinated with the 
national defense program. 

The FPC is now completing a survey of 
electric power resources and needs in the 
Southeast, and although the study has not 
been completed, Chairman Olds said already 
it was apparent, from preliminary studies, 
“that every effort should be made to expedite 
the completion of the Santee-Cooper project.” 
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Governor Maybank, chairman of Santee- 
Cooper’s advisory board and former chair- 
man of its board of directors, reaffirmed his 
belief that the huge project would be desig- 
nated as an “emergency” one, essential to the 
national defense. 

The governor had previously announced 
that if Santee-Cooper is placed in the “emer- 
gency” category it would assure speedy com- 
pletion of the huge project. Only public 
projects designated as emergency develop- 


ments, essential to the vast current national 
defense program, may be able to obtain neces. 
sary materials. 

The governor also disclosed that the pro- 
jected Clark’s Hill hydro project would prob- 
ably be listed as an emergency development. It 
was expected that the government would ap- 
prove the construction of Clark’s Hill in the 
near future. And if it does, it probably would 
be in the emergency class; otherwise, it prob. 
ably would not be approved. 


Tennessee 


Show Cause Order 


HE state railroad and public utilities com- 
mission recently ordered the Nashville Gas 
& Heating Company to “show cause why it 
should not furnish service to potential custom- 
ers in the city of Nashville.” The commission 


set October 9th as the date for a hearing. 

Commission Secretary George Anderson 
said the show cause order was issued pursuant 
to a petition filed by Attorney John Lechleiter, 
reading that the company had refused to ex- 
tend its mains to serve a particular section of 
the city. 


Texas 


Merger Election Set 


N election seeking approval of voters of 
A Dallas on the proposed consolidation of 
the Dallas Gas Company and the County Gas 
Company has been tentatively set for October 
15th, it was announced recently. City Attor- 
ney H. P. Kucera suggested this date to Frank 
R. Schneider, city supervisor of public utilities, 
and gas company attorneys at a conference 
held late last month. 


An ordinance ordering the election to ap- 
prove or disapprove the consolidation would 
be prepared by Kucera for submission to the 
council. The October 15th date was subject 
to council approval. The city attorney’s office 
did not consider an election necessary, but ac- 
ceded to the wishes of the gas companies that 
one be held to remove any possible legal com- 
plications later. 

The consolidation was expected to pave the 
way for gas rate reductions later. 


Washington 


Fare Rules for Pupils Drafted 


EGULATIONS for the use of identification 
| speeern entitling high school and junior high 
school pupils to 24-cent fare on Seattle transit 
lines were announced recently by the Mu- 
nicipal Transportation Commission. 

The taking of identification photographs in 
the County-City building was discontinued on 
August 31st, and the remaining pictures would 
be taken at the schools at dates to be an- 
nounced. Eight thousand pictures had been 
taken at that time, and there were 22,000 yet 
to be taken. 

Should identification cards be lost, another 
photograph will be taken for a new card at a 
cost of 25 cents, C. A. Chambers, passenger 
service inspector, said. 

School fares of 24 cents, payable only in 
tokens, will be honored between 6 a. m. and 
6 p. m. on school days only. Saturdays and 
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Sundays pupils must pay full fare. Special 
clinic, orchestra, and messenger cards are good 
during the same school day hours. Athletic 
cards are good from 6 a. m. to 6:30 p. m. 
Sunday school cards for student fare will be 
honored Sunday only from 7 a. m. to 2:30 p. m. 

The ages eligible for student cards are from 
fifteen to twenty years inclusive, but persons 
under fifteen who appear to be fifteen should 
have photographs taken to avoid disputes. 

Sunday school low fares will be open only 
to pupils fourteen years old or under. 


Power Price OK 


R ie R. Cluck, attorney for the Whatcom 
County Public Utility District, recently an- 
nounced that commissioners of the district had 
decided to purchase Puget Sound Power & 
Light Company property in the district for $5,- 
000,000—the value set by a jury in a recent 
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condemnation trial at Bellingham. Cluck add- 
ed that the commissioners would apply for a 
Reconstruction Finance Corporation loan to 
purchase the property. 

At the condemnation trial, attorneys for the 
district contended the value of the property 
was about $3,000,000 and the company attor- 
neys contended it was worth $7,000,000. The 
commissioners had the right to either accept 
or reject the property at the price determined 
by the jury. 

Appearing before United States District 
Court Judge John C. Bowen, Cluck asked that 
the commissioners be given the permission to 
pay the amount either directly to the company 
or through the court. In the latter case, one 
per cent interest would be charged. 


City Light Rate Cut 


EDUCTIONS in commercial light and power 
Rates that will save customers $251,000 a 
year will be made by Seattle City Light on 
October Ist, as the result of action of the city 
council on September 6th. The council at a 
special meeting on that date introduced the 
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rate reduction ordinance and recommended it 
for passage. 

Lighting Superintendent E. R. Hoffman said 
the cut meets reductions made recently by the 
Puget Sound Power & Light Company. He 
said the $251,000 saving to customers would 
bring total City Light reductions since last 
fall to $600,000. This is the third reduction. 

The new scale will affect virtually all com- 
mercial light and power customers. 

Two changes were made in commercial- 
lighting rates. For the first 100 kilowatt hours 
a month, the new price is 34 cents per kilowatt 
hour, 1 cent lower than the old rate. An op- 
tional rate is 34 cents per kilowatt hour for 
the first 400 kilowatt hours used. Previously, 
the optional rate had been 4 cents per kilowatt 
hour for the first 200 kilowatt hours and 34 
cents for the next 200 kilowatt hours, 

One change was made in commercial-power 
rates. The rate was cut from 4 cents to 34 
cents per kilowatt hour for the first 100 kilo- 
watt hours per month. 

The special rate given the Port of Seattle 
for lighting was cut from 2 cents per kilowatt 
hour to 1% cents. 


Wisconsin 


PSC Permission Needed 


HE state attorney general’s office served 
notice on September 7th that legal steps 
would be taken to prevent any natural gas 
company from laying pipe lines in the state 
without permission of the public service com- 
mission. 
Deputy Attorney General Ward Rector an- 
nounced that “legal means were available” to 
halt construction if pipe lines are to be laid 


before the state commission acts. The com- 
mission is now taking under consideration if 
this type of work comes under its particular 
jurisdiction. 

Rector’s statement was an apparent answer, 
it was said, to the petition of the American 
Federation of Labor Coal and Ice Drivers 
Union, Milwaukee, which asked a court order 
to stay construction of the proposed Natural 
Gas Pipeline Company of America direct pipe 
system for natural gas in the state. 





Among the State?C ommissions 


Ou Culberson defeated Pierce Brooks in 
the Texas primary run-off last month for 
the office of state railroad commissioner now 
held by Lon A. Smith. Commissioner Smith, 
who has served on the commission for almost 
sixteen years, was not a candidate to succeed 
himself. 


C. Peyton Collins recently resigned as rate 
expert of the Kentucky Railroad Commission. 


Effective August Ist, Henry J. O’Leary was 
recently promoted from senior assistant rate 
analyst to supervising rate analyst in charge of 
the Rates and Research Department of the 
Wisconsin Public Service Commission. 


Porter Dunlap, chairman of the Tennessee 
Railroad and Public Utilities Commission, last 
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month was unopposed for the Democratic 
nomination for election to the commission. He 
has served on the commission since 1923. 


Chief Engineer Malcolm R. Williams of the 
Tennessee Railroad and Public Utilities Com- 
mission recently resigned to become rate engi- 
neer for the Louisiana Power & Light Com- 
pany, at New Orleans. He was succeeded by 
Charles H. M. Beatty. 


Vice Chairman Richmond B. Keech of the 
District of Columbia Public Utilities Commis- 
sion was recently named corporation counsel 
for the District. He was an assistant corpora- 
tion counsel from 1925 to 1930 and had been 
on the PUC since 1934. From 1930 to 1934 
he held the now defunct post of peoples 
counsel. 
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The Latest 
Utility Rulings 


Reorganization Plan Must Give Weight to 
Earning Possibilities 


—— by the trustee of the Sche- 
nectady Railway Company for ap- 
proval of a plan of reorganization under 
the Federal Bankruptcy Act was disap- 
proved by the New York commission 
primarily upon the ground that prospec- 
tive earnings would be insufficient to 
support the proposed securities. 

It was found that if net earnings of 
bus operation after depreciation were 
applied to the operating loss of rail op- 
eration before depreciation, there would 
be a net loss under the present joint op- 
eration. This, said the commission, fur- 
nished no basis for either mortgage bonds 
or income notes. As stated by Commis- 
sioner Brewster: 


It would not be in the interest of the pub- 
lic to approve of and permit the issuance of 
securities greatly in excess of the net assets 
and with a showing of increasing operating 
loss yearly and with no possibility of earn- 
ing any interest upon the securities proposed 
to be issued. The riding public in the ter- 
ritory served by the company is entitled to 
receive reasonably good service at reason- 
able rates and there is nothing in the record 
in this case to show that this can be done if 
the company continues rail operation. On 
the contrary, the record shows that continu- 


ance of rail operation will result in the 
eventual wiping out of all asset value unless 
future operations should reverse the experi- 
ence of the past five years, and there is noth- 
ing in this record to show any such prospect. 
If this company is to continue to give to the 
public of Schenectady reasonably good serv- 
ice at fair and reasonable rates, bus op- 
eration will have to be substituted for rail 
operation at an early date. If that is done 
the existing rail property will have to be 
written off the books. 

A proposed mortgage lien to be placed 
on the assets of the company, it was sug- 
gested, would seriously affect the credit 
position of the company. This would not 
be in the interest of the public. The re- 
organization committee, it was said, 
should give consideration to the earning 
possibilities of the reorganized corpora- 
tion. Securities with fixed interest obli- 
gations should not be issued unless it is 
within the ability of the issuing corpora- 
tion to earn annually the required inter- 
est in addition to reasonable provisions 
for reserves for contingencies. Fixed 
interest obligations should not be as- 
sumed in excess of the reasonable ex- 
pectation to pay. Re Louer (Case No. 
9890). 


e 


Higher Cost of Electricity May Be Passed 
On to Customers 


ITH the exception of a modifica- 

tion in the proposed demand 
charge, schedules to produce more rev- 
enue were permitted by the Missouri 
commission to be filed by a company 
which had been compelled to pay more 
for purchased current. Objections to the 
new rates had been made by customers 
operating cotton gins and a compress. 
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The new rate schedules as first pro- 
posed contained a demand charge of $2 
per kilowatt per month for the first 50 
kilowatts and $1.75 per kilowatt for ex- 
cess over 50 kilowatts. In addition, 
there was an energy charge ranging from 
3 cents per kilowatt hour for the first 1,- 
000 kilowatt hours used per month down 
to .8 cents per kilowatt hour for usage 
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of over 50,000 kilowatt hours per 
month. The commission substituted a 
demand charge of $1.50. Concerning 
the demand in the rate schedule, it was 
said : 

In comparing the energy rate proposed 
with the rate that has been heretofore 
charged, it will be noted that the proposed 
rate is considerably lower than the present 
rate, but by adding the demand charge the 
total annual cost to the protestants will be 
increased $4,200. The protestants claim such 
increase will make it impossible for them to 
profitably operate their gins and compress, 
and will require them to seek other sources 
of power if they are to be continued. 

The cotton gin loads are highly seasonal 
in character, operating about four months 
out of each year. During that four months’ 
period the load runs up to a maximum load 
and then is off during the remaining part of 
the year. By imposing a minimum charge 
based upon the number of kilowatts, as is 
proposed, the owner will be required to pay 
a substantial amount of money each month 
during the months of the year they are not 
in use. The compress operates most of the 
time throughout the year and the effect of 
the demand charge taken in connection with 


the lower energy charge as is proposed is not 
so severe as on the cotton gins. 


Attention was directed to the fact that 
one-half of the total demand charge re- 
quired by the company in view of its pur- 
chases of current for all customers 
should be paid by the objectors, since 
their demand constituted about half of 
the total demand on the company’s 
system. 

The commission said that the company 
should be allowed to collect at least as 
high a rate as it had been collecting for 
the service, since there was no evidence 
presented to show that the applicant was 
earning an adequate return on its invest- 
ment. Moreover, this could not be deter- 
mined until demand meters were installed 
on individual services and the data ac- 
cumulated from those readings were pre- 
sented to the commission for making a 
more accurate study of what rate should 
be charged. Re Missouri Utilities Co. 
(Case No. 9895). 
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Contracts and Loans Approved for Natural 
Gas Transmission 


HE Pennsylvania commission ap- 

proved a contract between com- 
panies operating in the state and an affili- 
ated company operating in New York 
for the transmission of natural gas from 
the lines of an affiliated company in 
West Virginia. This commission and the 
Securities and Exchange Commission 
also approved loans from the parent Co- 
lumbia Gas & Electric Corporation on 3 
per cent nontransferable promissory 
notes to finance the construction of addi- 
tional facilities needed for transporting 
the gas. 

Compensation to the Pennsylvania 
companies was based upon a return of 
about 4.8 per cent on proposed addi- 
tional investment in transmission facili- 
ties, with little or no allowance for use 
and operation of present facilities. The 
Pennsylvania commission, however, pro- 
vided that approval of the contract was 
not to be considered as approval of the 
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charge of 10.65 cents per thousand cubic 
feet for transportation of gas provided 
for in the contract. Commissioner 
Buchanan, in a concurring opinion, ex- 
pressed the view that immediate hearings 
should be scheduled for the purpose of 
specifically meeting objections which he 
raised to the proposed rate. He said that 
it was the duty of the commission to 
ascertain positively that Pennsylvania 
consumers would not be burdened in the 
slightest degree with any of the costs of 
the service rendered to the New York 
corporation. 

Commissioner Beamish dissented on 
both economic and legal grounds. He 
criticized overexpansions of the natural 
gas industry, “working hardships to 
consumers” and complicating “difficulties 
in the matter of regulation.” 

The Securities and Exchange Com- 
mission found that the acquisition of the 
notes by the parent corporation did not 
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alter the existing parent-subsidiary rela- 
tionships. It also appeared that the pro- 
posed construction work would be of 
benefit to the operations of the three 
Pennsylvania companies and would pro- 
vide natural gas for consumers in New 
York. The commission was therefore 
able to find that the requirements of 
§ 10(c) of the Holding Company Act 
were satisfied. 


The proposed issue and sale of the 
securities was found to be solely for the 
purpose of financing the business of the 
applicant Pennsylvania company, in har- 
mony with §6(b) of the act. Re 
Manufacturers Light & Heat Co. et al. 
(Application Docket Nos. 59509- 
59512); Re Columbia Gas & Electric 
Corp. et al, (File No. 70-61, Release No. 
2186). 
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Interstate Character of Shipment 


DETERMINATION of whether a ship- 
ment is intrastate or interstate rests 
upon its essential character, says the 
California commission. This is to be 
ascertained from all pertinent facts, cir- 
cumstances, and conditions surrounding 
its transportation; not from mere acci- 
dents or incidents of billing, forms of 
contract, or place of passing title. 
These views were expressed in a case 
where the commission dismissed a claim 
for reparation for amounts collected on 
lumber shipments. According to the 
record, all of the lumber making up the 
shipment was purchased by the com- 
plainant in California, but the greater 
part was originally shipped by vessel 
from Oregon points. It was said to be 
well settled that where there is an origi- 
nal and continuing intention to ship 
property from a point in one state to a 
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point in another state, the traffic is inter- 
state in character, although where there 
is a reshipment not intended when the 
original movement began, even though 
some further shipment was then con- 
templated, the continuity of interstate 
transportation is definitely broken. The 
traffic is then intrastate in character when 
such further shipment is wholly within 
the same state. 

It was said to be evident that the lum- 
ber was purchased and shipped from 
points in the state of Oregon with the 
knowledge and understanding that the 
ultimate destinations were construction 
camps located in California. Any inter- 
ruption was said to be incidental to the 
through movement. Metropolitan Water 
District of Southern California v. 
Southern Pacific Co. (Decision No. 
33267, Case No. 4285). 


TVA Must Pay for Power Company’s Property 
As Power Site and Not Farm Land 


FEDERAL court upheld the right of a 
power company to have land along 
a river taken by the Tennessee Valley 
Authority valued as a site for a hydro- 
electric power development instead of 
farm land. Sites for power plants, said 
the court, possess value for which the 
Constitution requires the payment of 
just compensation to the owner when 
his property is condemned by the gov- 
ernment. 
The power company over a period of 
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years had acquired property on both 
sides of the Hiwassee river. The gov- 
ernment contended that the property 
possessed only such value as is incident 
to it as farm lands with minor appurte- 
nances and visible improvements. The 
company contended that the property 
was adapted to, and was usable as, a site 
for a large hydroelectric power develop- 
ment consisting of an integrated system 
with three dams or units on the Hiwas- 
see river and one on a tributary. 
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The court found as a fact that the 
company through much expensive engi- 
neering and surveying and many years 
of expensive litigation had asserted its 
prior right to develop the water powers 
on these rivers. This not only added to 
the possibility of the projected enter- 
prise, but constituted a valuable right 
which was being destroyed by the con- 
demnation proceeding. As stated by the 
court: 

The owner may be cultivating a vacant 
lot in the heart of a large industrial city. 
In fixing the value of such a lot under con- 
demnation, consideration should not be 
limited to the adaptability of the lot to a 
production of vegetables, cotton, or other 
crops to which it is then applied, but its 
adaptability to industrial and commercial 
use by reason of its location in the heart of 
a large city should be given consideration in 
arriving at its value. In like manner, in ar- 
riving at “just compensation” to be awarded 
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the respondents for the land in question, the 
respondents are entitled to have considered, 
as elements of value, its use as the site for 
an integrated hydroelectric generating sys- 
tem, for which the court finds it adaptable. 


Severance damages were awarded by 
reason of the severance or the taking of 
a part of the company’s property. Be- 
cause of the taking of property the com- 
pany found it impossible to use its re- 
maining property as the site of an inte- 
grated hydroelectric power system. The 
status of all the property as the site of 
a 4-dam integrated hydroelectric power 
system had been destroyed. What was 
left the company, in its remnants of 
property not taken, had been reduced to 
the status of farm lands and rough 
mountain acreage. United States ex rel. 
Tennessee Valley Authority v. Southern 
States Power Co. et al. 33 F Supp 519. 


Only Senior Bonds May Be Reacquired by Company 
In Weak Financial Condition 


N application, pursuant to Rule U- 
12C-1 under § 12(c) of the Hold- 

ing Company Act, with regard to open 
market purchases of outstanding bonds 
of the Washington Gas & Electric 
Company, was granted in part by the Se- 
curities and Exchange Commission. The 
commission authorized the acquisition of 
senior bonds, but not junior bonds inas- 
much as the financial condition of the 
applicant was weak, making it improb- 
able that the junior bonds would be paid 
in full at maturity. The commission said: 
Applicant has stated that it desires free- 
dom to acquire bonds of any issue, exercis- 
ing its discretion with regard to favorable 
market conditions. Nevertheless, such a rea- 


son does not offset the probable inequities 
of a company in such a weak financial con- 
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dition using free cash for the retirement of 
junior obligations, when there is a substan- 
tial amount of senior securities outstanding. 


In view of the fact that other security 
holders might be at some disadvantage, 
where customers of one bond firm ap- 
peared to have enjoyed some advantage 
in disposing of their bonds when one di- 
rector of the corporation was a director 
and officer of the bond firm, the commis- 
sion thought it appropriate to condition 
its order so that no purchases should be 
made from any affiliated interest. It was 
said, however, that the commission did 
not indicate any criticism of the trans- 
actions through this firm. Re Washing- 
ton Gas & Electric Co. (File No. 70-107, 
Release No. 2249). 


Water-power Developer Not a Subsidiary 
Of Power User 


/ | ‘HE Beebee Island Corporation, or- 
ganized by the owners of water- 
power sites to end disputes and litigations 
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and to develop water power for the stock 
holding companies, was declared by the 
Securities and Exchange Commission 
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not to be a subsidiary under the Holding 
Company Act of Central New York 
Power Corporation and its parent com- 
panies, or of Knowlton Brothers, Inc. 
Central holds 22.19 per cent of the stock ; 
the New York Air Brake Company holds 
about 60 per cent ; and small amounts are 
held by others. 

Generated energy is delivered to Cen- 
tral for distribution to the “stockholder 
customers” in accordance with the per- 
centage of their stock ownership. Energy 
not used by them is purchased by Central 
in accordance with the terms of con- 
tracts. 

This corporation is paid for its 
services in maintaining switching equip- 
ment and meters and in transmitting the 


electric energy generated. The commis- 
sion said: 

In view of the nature and character of 
applicant’s business, in effect, a codperative 
device whereby owners of riparian rights 
have pooled their rights so that the water 
power can be developed most efficiently, and 
in view of the manner in which applicant 
carries on its business, the question of the 
extent of control or a controlling influence 
which may be exercised over applicant by 
Central New York Power Corporation or by 
Knowlton Brothers, Inc., can, in our opinion, 
best be measured by a comparison of their 
voting rights with the other stockholders, 
As shown above, 60 per cent of the voting 
securities are owned by one stockholder, The 
New York Air Brake Company, which ad- 
mits that it controls applicant. 


Re Beebee Island Corp. (File No. 31- 
468, Release No. 2239). 
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Permit Denied to Applicant Intending to 
Fight Wildcat Operators 


— in a certificate proceeding 


that an applicant for operating 
authority could successfully eradicate 
wildcat operations from the highways, 
such action, the California commission 
holds, would not sufficiently establish 
public convenience and necessity which 
is a prerequisite to certification. This de- 
cision was made on an application for 
authority to operate a passenger sedan 
service between San Francisco and Los 
Angeles. 

The applicant contended that the pro- 
posed operation in and by itself at a 
higher fare than unauthorized sedan op- 
erators would not have the effect of com- 
pletely ridding the highways of these 
surreptitious operators. He did contend, 
however, that his service, together with a 
vigorous and continued prosecution of 
these operators by injunctive suits which 
would be brought by his attorneys, 
would, within a relatively short time, en- 
tirely eliminate the wildcatters from this 
service. 

The commission said that the applicant 
was to be commended upon his public 


spirited attitude in attempting to eradi- - 


cate from the highways the illegal wild- 
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cat sedan operators, but, continued the 
commission : 


A conscientious effort has been made from 
time to time by this commission to reduce to 
the irreducible minimum the number of wild- 
cat operators transporting passengers be- 
tween San Francisco and Los Angeles. We 
are not unmindful, however, of the fact that 
this is a most difficult problem and one 
which requires the efforts of a number of 
employees, together with the expenditure of 
substantial sums, to effectively cope with it, 
as these operators resort to every possible 
means to make it difficult to secure proper 
evidence in support of proof of illegal op- 
eration. The commission also is aware of 
the fact that as soon as one group of wild- 
catters is forced out of business, another 
group enters the field to take their 
place. We would like to concur in the 
view of applicant’s counsel—that by the use 
of injunctive suits the wildcatters could be 
removed from the highways of California 
within a very short time—however, our ex- 
perience does not indicate that such a result 
could be accomplished with such ease and 
within so short a period of time. 


Putting aside the question of wildcat- 
ting, the commission directed its atten- 
tion to the further question of whether 
or not public convenience and necessity 
required the proposed sedan service. The 
evidence did not satisfy the commission 
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that additional service between the cities 
involved was necessary to meet trans- 
portation needs, although the witnesses 
indicated a preference for sedan service 
instead of existing bus service. It was 
said that the mere preference for one 


type of service over other types of serv- 
ice is not a substantial factor in the de- 
termination of public convenience and 
necessity. The application was denied. 
Re Snell (Decision No. 33272, Applica- 
tion No. 22933). 


7 


Commission Lacks Power to Require 
Conductor on Pullman Car 


FEDERAL district court held that the 
Texas commission had no power to 
prohibit sleeping-car operation without 
a Pullman conductor. No Texas statute, 
it was pointed out, forbids the operation 
of a train carrying a Pullman car with- 
out a Pullman conductor, and no statute 
defines such action as an abuse. 

The court referred to the rule that the 
commission as a creature of statute gets 
no authority by implication or from the 
common law, but that it is given the 
authority to correct abuses. A statute de- 
nouncing discrimination was held to give 
no such authority. The court said: 


It is certainly not an unjust discrimina- 
tion to adapt the service to different condi- 
tions of traffic. Every train is not required 
to be the duplicate of every other train in 
order to avoid unjust discrimination. The 
record in the case fails to support the con- 
tention that there is any unjust discrimina- 
tion as against the public generally by rea- 
son of the fact that on certain trains where 
only one Pullman car is being handled, the 


operation, so far as the Pullman Company is 
concerned, is in charge of a porter, who is 
subject to the direction and control of the 
train conductor. However, without regard 
to these matters, the order cannot be up- 
held as a correction of an unjust discrimina- 
tion, because it is not within the legislative 
definition of that term and the commission is 
without power to make one of its own. 
The regulation, moreover, could not be 
sustained as a rate order for the reasons, 
first, it was not made after notice given 
as required by law, and second, it was 
apparently predicated upon an attempt 
by the commission to construe and en- 
force certain contracts between the rail- 
roads and the Pullman Company, which 
it was without any statutory authority 
to do. Furthermore, in so far as it at- 
tempted to regulate the rates charged by 
the Pullman Company, it was held to be 
void, as the commission has no jurisdic- 
tion over that company. Pullman Co. et 
al. v. Railroad Commission of Texas et 
al. 33 F Supp 675. 
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Other Important Rulings 


HE California commission held that 

where the Federal government had 
not acted with respect to interstate com- 
merce, the state might do so if the matter 
were of local concern not requiring na- 
tional uniformity; and that where the 
state required a motor carrier distribut- 
ing interstate traffic from pool cars 
within a city to abide by minimum rates 
prescribed for city draymen performing 
similar transportation, no burden was 
imposed upon interstate commerce, nor 
was there any discrimination against it. 
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Re Consolidated Freightways, Inc. 
(Decision No. 33268, Case No. 4494). 


The Federal Circuit Court of Appeals, 
Third Circuit, held that an adjoining 
landowner could not sue either the New 
Jersey Board of Public Utility Commis- 
sioners or a railroad for damages be- 
cause of impairment of easements of 
light, air, and access to and egress from 
his premises, resulting from the con- 
struction of a viaduct pursuant to board 
order to carry a public highway over the 
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railroad tracks. Penick (S. B.) & Co. et 
al. v. New York Central Railroad Co. 
111 F(2d) 1006. 


The Pennsylvania Superior Court held 
that the commission has jurisdiction not 
only over a railroad bridge, but ap- 
proaches to the bridge, with the right to 
allocate the cost of repairs and mainte- 
nance, provided it is just and reasonable. 
Pittsburgh & Shawmut Railroad Co. v. 
Public Utility Commission et al. 


The supreme court of Ohio has held 
that a railroad company will not be au- 
thorized to abandon passenger train 
service for which there is a public need, 
although such service may be accom- 
panied by a pecuniary loss, unless the 
loss so far outweighs the public need for 
the service as to make such abandonment 
imperative. Millersburg et al. v. Public 
Utilities Commission, 27 NE(2d) 
1020. 


The Pennsylvania commission re- 
cently held that it cannot approve the 
sale of a certificate by one carrier to an- 
other, since a certificate is neither a li- 
cense nor a property right and may not 
be transferred, bartered, or sold. Re 
Brackenridge Bus Co. et al. (Application 
Docket No. 59177). 


A schedule providing for a lower 
freight rate when shipments consist of 
ten cars or more shipped in one day from 
one shipper to one consignee, tends to 
create unjust discrimination, the Mis- 
souri commission held. Re St. Louis- 
San Francisco Railway Co. (Case No. 
9871). 


The Federal Circuit Court of Appeals, 
Sixth Circuit, held that a company was 
engaged in business affecting interstate 
commerce, so as to make it subject to the 
jurisdiction of the National Labor Rela- 
tions Board, where it supplied a large 
number of industrial plants with gas and 
electricity, either totally or in large part 


dependent upon the company’s power for 
the continuation of normal manufactur- 
ing operations, and where cessation of 
the company’s service would suspend in- 
terstate shipments in large amounts. 
Consumers Power Co. v. National Labor 
Relations Board, 113 F(2d) 38. 


The Colorado commission refused to 
authorize motor carrier service for the 
transportation of freight where author- 
ized common carrier service in the area 
was adequate and the granting of addi- 
tional authority would impair the effi- 
ciency of existing service. Re Hoffman 
(Application No. 5139, Decision No. 
15755). 


The Pennsylvania commission held 
that the fact that rates of an applicant 
for a certificate are less than those of ex- 
isting carriers is not proper evidence on 
which to base a finding of public neces- 
sity for the proposed service. Public 
Utility Commission v. Infantino (Com- 
plaint Docket No. 11359, Application 
Docket No. 35499, Folders 1, 2). 


The Washington Department of Pub- 
lic Service announced that it would deny 
a common carrier permit to operate as a 
freight forwarder where the applicant is 
financially unable to conduct the proposed 
service, where he has failed to comply 
with state laws, and where the service, 
if authorized, would unreasonably 
endanger the existing carrier service. 
Re Vognild (Order M. V. No. 33923, 
Hearing No. 2304). 


The Washington Department of Pub- 
lic Service denied an application for au- 
thority to conduct an irregular service. 
The commission said that regular route 
carriers cannot secure blanket authority 


. to serve any and all off-route points, but 


if they desire to serve an entire territory 
or section with irregular service, they 
must apply for such. Re Portland-Seattle 
Auto Freight, Inc. (Order M. V. No. 
34002, Hearing No. 2264). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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OMAHA vy. OMAHA & COUNCIL BLUFFS STREET RAILWAY CO. 


NEBRASKA STATE RAILWAY COMMISSION 


City of Omaha 


Omaha & Council Bluffs Street Railway 
Company 


(Formal Complaint No. 825.) 


aProcedure, § 29 — Basis for decision — Evidence — Judicial knowledge. 


1. The Commission cannot disregard the evidence adduced or the weight 
of the evidence as shown by the record, but it is compelled to decide a 
case upon the record as presented to it coupled with such matters as are 
within its judicial knowledge even though a municipality, through lack 
of funds, has not made as full and complete a showing as the company 
under investigation, p. 261. 


Commissions, § 40 — Jurisdiction — System outside of state. 
2. A state Commission has no control over a tram system operated in an- 


other state under lease by a street railway company subject to its jurisdic- 
tion within its own state, p. 261. 


' Valuation, § 255 — Property outside of state. 
: 3. Property used and useful by a street railway company in operating a 


leased system in another state is excluded from consideration in fixing 

; fares, and the results of such operation are also excluded, p. 261. 

Waluation, § 45 — Rate base — Assessed value. 

: 4. Evidence as to assessed value of property, while useful for compara- 
tive purposes in a proper case, should not be accorded controlling weight 
in a valuation for rate making, especially when the parties appear to be 
agreed that the method of appraisal on the basis of reproduction new less 
depreciation should be followed, p. 263. 


WValuation, § 42 — Rate base — Stocks and bonds. 
5. The value of stocks and bonds, while useful for comparative purposes 
in a proper case, should not be accorded controlling weight in a valuation 
for rate making, especially when the parties appear to be agreed that the 
method of appraisal on the basis of reproduction new less depreciation 
should be followed, p. 263. 


WValuation, § 198 — Property included — Necessity of use — Switching practice 

— Management. 
6. Power plant property of a street railway company occupied for switch- 
ing purposes should be included in the rate base notwithstanding a con- 
tention that switching should and could be done without expense to the 
company within the premises of a power company furnishing electrical 
energy to the street railway, since the company is entitled to do its own 
switching on its own premises and should not be compelled to make use 
of the facilities of the other company, p. 263. 
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Commissions, § 44 — Jurisdiction — Management. 
7. Regulatory bodies should not invade the management of public utilities 
p. 26 

Evidence, § 3 — Judicial notice — Cost of grading. 


8. It is a matter of common knowledge that excavation through pavement 
would be more costly than through dirt and that grading for curves, turn 


outs, etc., commonly called special work, would of necessity require handy 
work and therefore would be more expensive than straight machine work# 


p. 265. 


Valuation, § 105 — Accrued depreciation — Street railway ballast. 
9. A claim for 100 per cent condition in the valuation of street railwa 
ballast should be disallowed, since concrete and cinder ballasts depreciate 
although crushed rock may be allowed at 100 per cent, p. 265. 

Valuation, § 163 — Overheads — Railway ties — Expense of inspection, stores 

and handling. 

10. Expense of inspection, stores, and handling should be included in the 
unit cost of street railway ties as provided in Interstate Commerce Com 
mission classification of accounts, where the parties assume to follow the 
form of accounts set up by that Commission, p. 266. 


Valuation, § 105 — Accrued depreciation — Rails, rail fastenings, joints. 
11. The ball, girder, web, and base rust and corrode and necessarily de 


teriorate with age, while salt on hills and connecting special work reduces 


the service life of rails, p. 266. 


Valuation, § 163 — Transportation, inspection, and handling — Special work a 
crossings and curves. 
12. Cost of transportation, inspection, and handling should be included i 
an account covering special work at crossings and curves of a street rail- 
way, p. 267. 


Valuation, § 284 — Street railway tracks — Reproduction cost — Alignment of, 


tracks. 

13. Testimony as to track and roadway labor in the construction of a 
street railway, based upon a proposal to lay the ties and rails on untamped 
ballast and to align the track by eye only, is of little or no value, p. 
267. 

Valuation, § 85 — Accrued depreciation — Track and roadway labor. 
14. The account covering track and roadway labor should be depreciated 
in determining street railway property value, p. 267. 

Valuation, § 183 — Paving expense — Street railway. 
15. All paving actually done by a street railway company should be in- 
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cluded in the rate base when the company has been required by a city tom 
put the pavement in place and it is a necessary part of the constructionyy 


system, p. 267. 
Valuation, § 105 — Accrued depreciation — Paving by street railway. 


16. A condition figure of 100 per cent for paving by a street railway is en- i 


tirely indefensible, as no pavement is that good, p. 267. 
Evidence, § 3 — Judicial notice. 


17. The Commission may take judicial notice of facts of common knowl-§ 


edge, p. 272. 
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Valuation, § 83 — Accrued depreciation — Operating efficiency and present con- 
dition. 
18. Differentiation should be made between operating efficiency and pres- 
ent condition as present condition is used in reference to valuation, that 
is, cost of reproduction less depreciation, including physical and functional 
depreciation, p. 272. 


@ Valuation, § 246 — Motor busses — Rented tires. 

19. Tires rented on a mileage basis and charged to operating expenses in- 
stead of being purchased are not a part of plant investment of a street rail- 
way company operating motor busses, p. 273. 


B Valuation, § 105 — Accrued depreciation — Motors for electromotive service — 
Equipment. 

20. An accrued depreciation figure of 13.22 per cent for motors for 
electromotive service equipment of a street railway company operating 
motor busses is too low, as a motor in only 13.22 per cent condition could 
not possibly operate, p. 273. 


WValuation, § 81 — Effect of obsolescence — Transportation system. 

21. It is the Commission’s duty to accept a street railway company as it is 
and to value it on its present basis when it has continued at all times to 
accord adequate and sufficient service to the people, notwithstanding the 
difficulties besetting all tram companies, although the Commission is not 
unmindful of the matter of obsolescence, p. 275. 


; Valuation, § 145 — Overheads — Promotion expense. 


22. The actual experience of a utility with regard to promotion expenses, 
that is, whether or not it actually had such expense, is given controlling 
weight, and the fact that no promotion expenses were actually incurred 
is considered good reason for denying the allowance of such expenses, p. 


277 


[ : Valuation, § 135 — Engineering and superintendence. 

23. Allowance was made for engineering and superintendence of a street 
railway company at 3.5 per cent of the depreciated cost of the appropriate 
accounts, p. 278. 


i Valuation, § 163 — Overheads — Street railway. 

: 24. An overhead allowance of 12 per cent was approved for law ex- 
penditures during construction, interest during construction, injuries and 
damages during construction, taxes during construction, and miscellaneous 
during construction of street railway property, p. 278. 


' Valuation, § 316 — Working capital — Street railway. 
25. A street railway company was allowed one-half of the cash estimated 


to be necessary to carry on operations for a month, in addition to materials 
and supplies, p. 279. 


: Valuation, § 335 — Going concern value — Unprofitable company. 


26. A company which has not been able to earn enough to pay dividends 
upon its stock is entitled to be regarded as a going concern if it has met 
its taxes and fixed charges and paid all of its operating expenses, including 
the wages of its employees, with respect to an allowance for going concern 
value, p. 279. 
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Return, § 108 — Street railway. 
27. A previous allowance of 7 per cent for return of a street railway com- 
pany was not modified where it was obvious that the question was entirely 
moot, in view of the inability of the company to earn a fair return, p, 
282. 
Rates, § 143 — Cost of service — Patronage — Street railway. 


28. A street railway cannot be expected to provide transportation at less § 
than it is charging when present fares are transporting the passengers at 
barely the cost of transportation plus taxes and fixed charges, with nothing 
for return on the investment, and when there is no evidence which would 
justify the Commission in assuming that a sufficient gain in revenue pas- 
sengers would offset the loss caused by a reduction in fares, p. 283. 


Valuation, § 163 — Overheads — Street railway. 


Table showing cost of reproduction of buildings used as shops and car 
houses by a street railway company, with percentage allowances for con- 
tingencies and overheads, workmen’s compensation insurance, profit, bond, 
and architect’s fee, p. 270. 


(Goon, Commissioner, dissents.) 
[June 18, 1940.] 
peo by city seeking revaluation of street railway 
company property and a reduction of fares; value deter- 


mined and previous findings and orders of Commission as to 
rate of return and rates not disturbed. 


Sd 


APPEARANCES: Seymour L. Smith 
and Harold C. Linahan, City Attor- 
neys, Omaha, for complainant; Ken- 
nedy, Holland, DeLacy & Svoboda, 
and Robert K. Adams, Attorneys, 
Omaha, for respondent; Edwin Vail, 
H. Emerson Kokjer, Assistant At- 
torneys General, Lincoln, for the 
Commission. 


By the Commission: Early in 
1938 the Commission, by a majority 
vote, on its own motion ordered a re- 
valuation of the property of the re- 
spondent, one Commissioner dissent- 
ting by reason of the limited funds at 
the disposal of the Commission. The 
engineer, Lehman, was employed to 
make this revaluation under direction 
of the Commission’s engineer. In 
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December, 1938, the Commission by 
unanimous vote suspended further 
work of revaluation because of in- 
sufficient funds with which to proceed. 
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On February 9, 1939, the city of [ 
Omaha filed with the Commission its § 
application seeking a revaluation of f 
the respondent company and a reduc- | 


tion of fares and offered to continue 
the work of revaluation at its (city’s) 


expense and asked that the Commis- | 
sion turn over to the city all the rec- } 
ords and data up to the date of dis- | 


continuance of the appraisal by the 
Commission. This request was grant- 
ed and the records and data were 
transferred to the city of Omaha and 
given into the custody of the city au- 
thorities, who then took up the work 
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of appraisal discontinued by the Com- 
mission, employing the engineer, Leh- 
man, in its own behalf. 


Issues 


The respondent company by its 
amended answer and cross-applica- 
tion affirmatively requested a finding 
W of the fair value of its property and 
Walso a finding of the reasonableness 
Hof the present schedule of fares 
a charged by the company as prescribed 
J by this Commission. 

7 The issues as presented to the Com- 
W mission involve: (1) the fair value 
WJ of the respondent company’s proper- 
Wty as of January 1, 1939, and (2), the 
J teasonableness of the rate schedule 
| charged by the company as heretofore 
7 prescribed by the Commission. 

7 A full hearing was afforded both 
| the city and the company extending 
The 


Hover a period of four weeks. 
|] transcribed record consisted of 1,480 


| pages of testimony. There were 14 
exhibits offered by the city and 68 
4 offered by the company. The city’s 
7 brief consisting of 59 pages, was filed 
@ August 8, 1939, and the company’s 
@ brief, consisting of 372 pages, was 
fled on the 20th day of September, 
1939, and the case was finally sub- 
mitted for consideration by the Com- 
mission. At this point it may be of 
interest to observe that during the 
long hearing in this case, not one sin- 
gle street-car rider appeared in pro- 
test of the present fares, nor were 
there any objections received from 
any source. It has been a tremendous 
task with limited personnel to accu- 
mulate, digest, compare, analyze, and 
attempt to reconcile the voluminous 
exhibits, testimony, and various ac- 
counts, 
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[1] It will be necessary later on 
to comment in some detail upon the 
evidence adduced by the respective 
parties and it will appear quite ob- 
vious that the showing made by the 
city was not as full and complete or 
as well buttressed by corroborative 
testimony as the evidence of the re- 
spondent company. Lehman had no 
field notes or working papers and, for 
most accounts, produced no corrobo- 
rative evidence as to quantities or unit 
prices. Lehman was employed by the 
Commission in the first instance as 
the engineer of its own selection to 
work under the Commission’s chief 
engineer and was later taken over by 
the city. Both the Commission and 
the city were hampered by lack of 
funds and presumably neither of them 
was in a position to prepare their case 
as well as did the respondent com- 
pany. The Commission has endeav- 
ored to weigh the testimony on both 
sides as fairly as may be and to allow 
so far as it may be able, for the diffi- 
culties encountered by the city in pre- 
paring its case. The Commission 
cannot, however, disregard the evi- 
dence adduced or the weight of the 
evidence as shown by the record and 
has been compelled, perforce, to de- 
cide this case upon the record as pre- 
sented to it, coupled with such mat- 
ters as are within its judicial knowl- 
edge. The legal points involved are 
numerous, and, of necessity, citations 
of law and court decisions must be 
considered and included, all of which 
may be confusing to the layman, but 
must be given due consideration. 


Historical 


[2, 3] The respondent company 
began with a horse car line estab- 
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lished in Omaha in 1869. In 1884 a 
cable tramway company entered the 
field. In 1887 an electric tramway, 
the Omaha Motor Railway Company, 
came into being. The cable company 
and the horse car company merged 
in 1889 into the Omaha Street Rail- 
way Company which later in the same 
year took over the Omaha Motor 
Railway. Before the end of 1894 the 
system was completely electrified. 
Other and lesser tramway companies 
came into existence but eventually 
were taken into the Omaha Street 
Railway Company. In December, 
1902, the Omaha & Council Bluffs 
Street Railway Company, the present 
respondent, was organized and ac- 
quired from the Omaha Street Rail- 
way Company the following proper- 
ties, to wit: all tramway facilities, 
property, and franchises in the city of 
Omaha. At that same time the re- 
spondent acquired from the Omaha & 
Council Bluffs Railway and Bridge 
Company a 99-year leasehold of the 
street railway system in the city of 
Council Bluffs, Iowa, including the 
interurban line between Council 
Bluffs, Iowa, and Omaha, Nebraska, 
and the Douglas street bridge across 
the Missouri river connecting the two 
Cities. 

This Commission has, of course, no 
control over the tram system operated 
in Council Bluffs by the respondent 
as lessee. The property used and use- 
ful in that lease and the results of 
operation have been excluded from 
consideration by both parties and will 
not be here considered. The lease of 
the Douglas street bridge was dis- 
posed of prior to the institution of 
this proceeding. It had been for many 
years a lucrative property and from its 


earnings outstanding bonds of the 
company had been reduced from $9,- 
619,000 to $4,878,000. The matter 
with which the Commission has to 
do here is the valuation of the prop- 


erty used and useful in the service of} 
transportation in the city of Omaha 
and state of Nebraska as of January§} 


1, 1939, and does not involve either 


the Council Bluffs leasehold or the 


lease of the Douglas street bridge. 


Previous Valuation 


On September 25, 1923, in Appli- 
cation No. 3539-A, 16th Ann. Rep. § 
Neb. S. R. C. 183 to 243, PUR1924A F 
627, this Commission found that the 7 
fair value of the property of the} 
Omaha & Council Bluffs Street Rail- 
way Company used and useful in the 
public service within the state of Ne- ; 
braska was $13,800,000, as of De- ' 
cember 31, 1919, subsequently in- § 
creased by the Commission on Sep- F 


tember 22, 1924, to $14,100,000 (17 | 


Ann. Rep. Neb. S. R. C. 232). 


There was an attempt made in that 7 
case to reproduce the historical or 
book cost of the property, but this 7 
was found by the Commission to be 7 


unsatisfactory and the findings of the 


Commission appear to have been based 7 


almost entirely upon an appraisal on 
the basis of reproduction new less de- 


preciation. The manner of procedure 


was thus stated: 

“The making of the inventory was 
a heavy task. Applicant undertook to 
do this with its own staff of engi- 
neers and department heads, The in- 
ventory, 
care, was contained in one bound ex- 
hibit of 810 large pages. It was filed 
with the Commission May 5, 1921. 
In part it had been checked by the 
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Commission’s engineering department 
prior to filing and in part subsequent 
thereto. Hearings were begun at 
Omaha May 16, 1921, and continued 
from time to time upon direct evi- 
dence by the company until June 23, 
1921. Cross-examination of the com- 
pany’s witnesses occurred in Septem- 
M ber, 1921. From January to March, 
1922, evidence was presented by the 
Commission’s engineers on costs of 
J the property as disclosed by the books. 
4 Cross-examination and rebuttal testi- 


i- |] mony were concluded and the case 
p.§§ submitted on March 


10, 1922.” 


(PUR1924A at p. 633.) 


| It would thus appear that the Com- 
7 mission approved the appraisal in part 
| and controverted it in part, its con- 
| clusion being based partly upon the 
9 evidence proffered by the company and 
4 partly upon the conclusions of its own 
7 engineering staff. 


Basis of Valuation 


[4,5] It is the duty of the Com- 
mission here to find the fair value of 
the property used and useful in the 
service of transportation. The courts 
have never laid down any hard and 
fast rule which must be followed in 
the valuation of a public utility. Con- 
sideration has been given in many 
cases to an appraisal upon the basis 
of reproduction new less depreciation. 
In other cases historical or book costs 
have been considered the better basis. 
As above pointed out no conclusive 
evidence of historical cost has ever 
been presented to this Commission as 
to the value of this property as a 
whole. In the instant proceeding, 
each party has presented an appraisal 
based, in most instances, on reproduc- 
tion new less depreciation, although 
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reflecting historical costs in a few in- 
stances. There is some evidence in 
the record as to the assessed value of 
the property and as to the value of the 
company’s stock and bonds. While 
useful for comparative purposes in a 
proper case, it does not seem to the 
Commission that controlling weight 
should be accorded here to such evi- 
dence, especially since both parties ap- 
pear to be agreed that the method of 
appraisal on the basis of reproduction 
new less depreciation should be fol- 
lowed. 


Accounts Affecting Tangible 
Property 


Each party assumed in its appraisal 
to follow the form of accounts set up 
and prescribed by the Interstate Com- 
merce Commission for electric rail- 
ways. These accounts cover both tan- 
gible property and intangible values 
arrived at with reference to the tan- 
gible property or some part thereof, 
such as the account covering the cost 
of engineering and the so-called over- 
heads, or general expenses incurred 
during an assumed construction peri- 
od. For the purpose of discussion the 
Commission finds it more convenient 
to discuss together those accounts 
which deal only with tangible prop- 
erty, leaving for later consideration 
the other accounts or elements to be 
considered in connection with the val- 
uation for rate-making purposes. 


Account 503 


[6, 7] This account includes all 
land used by the company, exclusive 
of buildings. The witnesses on this 
branch of the case appear to be equal- 
ly competent and disinterested and the 
Commission believes that each has 
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tried fairly to reflect his view of what 
the property is actually worth. There 
is a wide variation between the city’s 
and the company’s appraisement. The 
company’s figure was $337,932 as 
against the city’s figure of $110,052. 
This difference is only partially ac- 
counted for by reason of the fact that 
the city insists that the company 
should not be allowed to include any 
part of the power plant premises at 
6th and Jones streets because it claims 
that the switching which is now done 
in that plant building should and could 
be done without expense to the com- 
pany within the premises of the Ne- 
braska Power Company, situated some 
1,500 feet away. The company claims 
that it is necessary to occupy approxi- 
mately 4 of the space afforded by the 
power plant building for this switch- 
ing; that it is entitled to do its own 
switching on its own premises and 
should not be compelled to make use 
of facilities of another company even 
though that company furnishes it with 
electrical energy. This question is 
discussed more in detail in connection 
with a later account and it will suffice 
here to say that the company is cor- 
rect in its contention. All authorities 
are agreed that regulatory bodies 
should not invade management. In 
Banton v. Belt Line R. Corp. (1925) 
268 US 413, 69 L ed 1020, PUR 
1926A 317, 324, 45 S Ct 534, the 
court condemned the invasion of man- 
agement in the following words: 


“Broad as is its power to regulate, 
the state does not enjoy the freedom 


of an owner. Appellee’s property is 
held in private ownership; and, sub- 
ject to reasonable regulation in the 
public interest, the management and 
right to control the business policy of 
34 PUR(NS) 


the company belong to its owners,” 
(Citing cases.) 

For the purpose of this account that 
portion of the land occupied for 
switching purposes should be consid- 
ered and it is not controverted that 
the portion would be approximately 4.9) 
Taking an average between the city’s 
figure of $76,680 and the company’s) 
figure of $129,700 and allowing 4) 
thereof for actual property used, pro-F 
duces a figure of $12,899. By the 
same token, if an average is taken be-J 
tween the figures of the respectivel} 
parties for remaining lands not in-7 
cluding the parcels at 24th and Ames, 
24th and Vinton, 10th and Pierce,) 
and 25th and Burt, the result is $70,-)7 
471 to which should be added thet 
amount of $12,899 above mentioned, © 
and adding the Sarpy county parcel, 
$1,000 produces $84,370 which the 
Commission believes is a fair and rea- 7 
sonable value of the lands except thel 
parcels referred to above. The four) 
parcels upon which are located the car 
barns, cause more difficulty. The ex-7 
pert witnesses are at great variance in} 
these items and it is impossible to rec- 7 
oncile their differences. The city’s) 
figure for the property at 24th and® 
Ames was $23,960, the company’s) 
$59,800. At 24th and Vinton, the § 
city’s expert found a value of $19,2105 
and the company, $61,250. At 10th 
and Pierce, city’s figure was $8,085 
and the company’s was $29,106. The § 
garage property at 25th and Burt was § 
shown as $20,295 by the city and $68,- 
123 by the company. The total for 
the city was $71,550 and the company 
$218,279. However, taking into con- 
sideration the testimony of the ex- 
pert witnesses, plats, pictures, and ex- 
hibits it would seem that a lump fig- 
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wre of $121,482 for the four parcels 
last above mentioned would be a fair 
and reasonable figure. 

The Commission is therefore of the 


opinion that this account should carry 
4 valuation of $205,852. 


Account 504 


[8] This account covers grading. 
The city’s depreciated figure was 
4$155,623. The company’s was $214,- 
4298. It appears that the city is 11,- 
@ 433 cubic yards short in the amount of 
Wecrading actually done although the 


in-)§ quantities were secured from plats and 


cross-sections obtained from the com- 
Mj pany. No field notes or working pa- 
| pers or supporting data were submit- 
A ted by the city nor was there any dis- 
7 tinction made between going through 
‘Pi dirt or pavement. It is a matter of 
Acommon knowledge that excavation 
: through pavement would be more cost- 
qy than through dirt and that grad- 
ing for curves, turnouts, etc., com- 
monly called “special work,” would of 


-[] necessity require handwork and there- 


fore would be more expensive than 
straight machine work. Under these 
4 circumstances, the Commission feels 
justified in accepting the company’s 
figure. 


Accounts 505 and 506 


[9] Account 505 covers ballast 
and Account 506 covers ties. As to 
each of these accounts some consid- 
eration must be given to the test holes 
which were dug under the direction of 
the city’s engineer, Lehman, for the 
purpose of disclosing what lay below 
the rail surface. It would seem that 
more representative locations could 
have been chosen. From the records 
in the company’s office selections 
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could have been made which would 
have reflected more evenly the old and 
new construction. It is apparent that 
any material deterioration either in 
ties or ballast might reflect itself on 
the surface and it would be a fairer 
method to make the selections in ad- 
vance of the inspection of the track- 
age rather than after inspecting the 
same. However, the test holes were 
dug and the pictures are in the rec- 
ord and the Commission has tried to 
reconcile as well as it can the testi- 
mony of the witnesses for the respec- 
tive parties. As to ballast, the com- 
pany insists upon a reproduction cost 
of $297,287 and a 100 per cent con- 
dition. The city’s reproduction cost 
is a considerably lower figure, $155,- 
961 which is due to discrepancies be- 
tween the city and company in quan- 
tities and prices. The Commission 
feels that the city is mistaken in its 
estimate of reproduction cost, but can- 
not agree to the 100 per cent condi- 
tion which the company claims ex- 
ists. The city allowed nothing in the 
unit cost for transportation and han- 
dling although the Interstate Com- 
merce Commission, classification of 
accounts, states: 

“This account shall include 
cost of transportation and handling 
(except final distribution).” 

The company included such charges 
in its unit costs. The Commission is 
of the opinion that concrete and cin- 
der ballast do depreciate and that the 
per cent condition of this account 
should be computed as follows: 
Crushed rock 
Concrete 
Cinders 

This would give a depreciated cost 
figure for Account 505 of $283,677. 
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[10] In the tie account the parties 
found no material difference in quan- 
tity of ties or in types, to wit: Treat- 
ed, white oak and mixed oak. Their 
main differences were in unit cost and 
condition per cent. The difference in 
unit cost is readily apparent. The city 
used prices F.O.B. Omaha, whereas 
the company included expense of in- 
spection, stores, and handling as pro- 
vided in Interstate Commerce Com- 
mission, classification of accounts, as 
follows: 


“This account shall include the 


Item Unit 


7’ Creo. red oak 

8’ Creo. red oak 

7’ Creo. pine 

7” x9" x8’ 6” Creo. red oak 
7’ White oak 

8’ White oak 

10’ White oak switch 
7’ Mixed oak 
International steel 
Tx? 8° 6" ‘Zinc 
6'—60# Tee ties 


. . cost of transportation and han- 
dling (except final distribution) ; the 
pay and expenses of employees en- 
gaged in obtaining, purchasing, treat- 
ing, framing, and inspecting ties for 
construction purposes.” 

Under the circumstances, the unit 
cost of the company should be ac- 
cepted. 

The city used a flat condition per 
cent of 50, including all types of ties. 
The company, after breaking down 
condition per cent of each of the 
types, arrived at a composite condi- 
tion per cent of 61.5. The Commis- 
sion finds itself unable to agree with 
either figure. The company’s witness 
testified that he arrived at condition 
by determining the age of the tie and 
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Quantity 


282,476 


then estimating depreciation from the 
company’s experience as to service 
life of ties, stating that the average 
age of creosoted ties was nine years 
and white oak ties, twenty-two and 
one-half years. 


After a careful analysis of the rec- F 
ord, exhibits, pictures, and briefs as J 


to this account, the Commission finds 
that by applying a weighted average 
age for all ties as a guide and using 
a service life figure for each type of 
tie in the company’s system, a result 
is obtained as follows: 


Cost of Reproduction 
Cond. 
New % 


$257,397 
24'557 
166 
101,067 
2'394 


Unit 
Price 
1.726 
1.856 
1.496 
2.486 
1.386 
1.426 


Less 
Deprec. 


$147,746 
6 


f— 
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The tie account is therefore found 7 


to be $206,807. 


Account 507 
[11] 


This account covers rails, 7 


rail fastenings, and joints. There are | 
differences between the parties in the F 


quantities of all of these elements as 


well as discrepancies in the unit prices f 


and costs. It appears that witness 
Lehman was short in his computation 
as to the amount of rails required. 
He also failed to include any charge 
for handling, storeyard, and_ equip- 
ment charges. Again in this account 
Lehman used a flat condition per cent 
of 50 which would indicate that the 
rails of the company were half worn 
out and the Commission does not be- 
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lieve the evidence supports this con- 
tention. The company’s witness 
claims a 64.2 condition per cent for 
all rails. However, the Commission 
is of the opinion that the ball, girder, 
web, and base do rust and corrode and 
necessarily deteriorate with age. Salt, 
too, on hills and connecting special 
work reduces the service life of rail. 
In response to a question by Chairman 
Maupin, the company’s witness stat- 
ed: 


Q. Would your groove be any 
smaller ? 

A, The groove would be shallower 
on this old type section. At the same 
time that rail was on a heavy line 
down in there and that rail was really 
too light for the line. A little bit of 
corrosion would affect the strength of 
the steel carrying the loads. 


All factors considered, the Com- 
mission is of the opinion that a com- 
posite condition per cent of 60.25 
would be fair and equitable and this 
account is therefore adjusted to $681,- 
451. 


Account 508 


[12] This account covers special 


work at crossings and curves. The 
differences here, as in Account 507, 
are mainly in quantities and unit 
prices. There appears to be no reason 
for discrepancy in inventory as blue 
prints and photostat copies of all spe- 
cial work layouts were available for 
the appraisal. The city did not in- 
clude cost of transportation, inspec- 
tion, and handling. The company’s 
figure of $424,397 should be accepted 
for this account. 


Account 510 
[18, 14] This account covers track 
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and roadway labor. As to quantities, 
Lehman is short in special work some 
1,260 long tons which would approxi- 
mate $31,000. As to labor cost, he 
estimates $25 per long ton for laying 
special work in place. He presented 
no detail as to costs and stated his fig- 
ure was an estimated price. He pro- 
posed to lay the ties and rails on un- 
tamped ballast and would align the 
track by eye only. This testimony is 
of little or no value to the Commis- 
sion. As to straight track, he uses a 
cost figure of 20 cents per track foot 
including the handling from the rail- 
road yard to the site, and all other 
labor expense necessarily comprised 
in the total cost. Again the Com- 
mission was furnished with no detail 
in support of this cost item. The city 
did not depreciate this account but 
left it in a 100 per cent condition. 
With this the Commission is not in 
accord. A weighted average condi- 
tion of Accounts 505, 506, 507, and 
508 would produce a condition per 
cent of 63.23 which would appear to 
fairly reflect the facts, thus arriving 
at the figure of $333,365 for this ac- 
count, which is adopted. 


Account 511 


[15, 16] This covers paving. A 
considerable difference developed be- 
tween the city and the company as to 
what should be included in this ac- 
count. The city includes in its ac- 
count only paving between gauge lines 
on track originally laid through a pre- 
viously paved street where the com- 
pany had to remove and relay pave- 
ment. The company on the other 
hand includes all paving which was 
actually done by the company. In this 
the Commission thinks the company 
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is justified. The company was re- 
quired by the city to put this pave- 
ment in place and it was a necessary 
part of the construction of the sys- 
tem. In De Moines Gas Co. v. Des 
Moines, 238 US 153, 59 L ed 1244, 
PURI915D 577, 35 S Ct 811, the 
court ruled that a gas company might 
not include for valuation purposes the 
expense of taking up and relaying 
pavements where there were no pave- 
ments when the gas mains were laid. 
What was, in effect, held in the Des 
Moines Case was that the company 
might not include expenses never in- 
curred. Here the expense of paving 
was all necessarily incurred and should 
have been taken into account by the 
city. 

Because of the failure of the city 
to present complete figures the Com- 
mission must, perforce, rely on those 
of the company, which amount to 
$949,759 as the depreciated cost. The 
company’s figure and the condition 
per cent of 82.38 both seem high to 
this Commission, but the city has sub- 
mitted no reliable estimates covering 
reproduction cost as to the entire prop- 
erty which should be considered, and 
its condition figure of 100 per cent 
seems entirely indefensible. No pave- 
ment is that good. 


Account 512 


This is a relatively small account 
covering roadway machinery and 
tools. Here the city’s witness appears 
to have arrived at his appraisal by a 
study of an inventory prepared for 
the 1918 hearing and without obser- 
vation or detail, lumped all items into 
one figure of $30,000. Obviously, he 
could not arrive at a proper cost fig- 
ure in this manner. The condition 
34 PUR(NS) 


per cent was applied by another wit- § 


ness. Under the circumstances the 
company’s figure of $65,706 based up- 
on the testimony as to items, cost new 
and observed condition should be ac- 
cepted. 


Account 516 


This covers bridges, trestles, and E 


culverts. 


Although this account is : 


small it, again, is unreliable so far as § 
the city’s figures are concerned. The 


city shows 22 surface track drains and 
3 inlets. There are actually 102 sur- 
face track drains. As to price, Leh- 


man estimated $40 each, for the track 
drains, but without any attempt to 
estimate the items of material or la- | 
bor making up the $40. He gives 
this account a condition per cent of 90 [ 
as against the company’s condition | 
per cent of 75. The company includ- | 


ed in its appraisal of this account the 
sum of $10,857 representing its por- 
tion of the original cost of the Q 
street viaduct. Regarding this item 
Lehman testified as follows: 

Q. So if the street railway com- 
pany’s part of the cost of that viaduct 
and what they had to pay out in dol- 
lars and cents is $10,857 you would 


have to add that to this item of 7 


bridges, trestles, etc.? 


2A ORES RNAS SIRES SK in AG RE BOIS SRA N RG ME 


SO PEORIA i ey Te 
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A. If it were found that the com- 


pany built it and it was within the 


requirements of the laws, sure, it J 


would be a part of it. 

Obviously, the property in this ac- 
count was not properly appraised by 
the city’s engineer and the Commis- 
sion accepts the company’s depreciat- 
ed cost of $12,755, which was based 
upon proper evidence. 
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Account 516 


This account covers crossings, 
fences, and signs. Here the com- 
pany’s depreciated figure of $1,486 is 
lower than the city’s figure, hence will 
be accepted by the Commission. 


Account 517 


This account covers signals and in- 
terlockers. This is a smail account 
and it is apparent that the engineer, 
Lehman, included but three block sig- 
nal units when the company actually 
had five and he gives no detail as to 
how he arrived at the reproduction 
cost. The five block signals were es- 
timated by the company at a repro- 
duction cost of $325 as against a re- 
production cost for three signals by 
the city of $887.61, but the city in- 
cluded in its reproduction cost cable 
and pans without any attempt sepa- 
rately to value the same, whereas the 
company assigned separate values to 
these items. The company’s depre- 
ciated cost figure of $1,010 should be 
accepted. 


Account 519 


This account covers poles and fix- 


tures. The company’s figure for de- 
preciated cost is $175,989, which is 
slightly less than the city’s figure of 
$186,607. It is conceded by the com- 
pany that the lesser figure should be 
accepted and the Commission agrees. 


Accounts 520 and 520-A 


These accounts cover underground 
conduits. It was admitted by the en- 
gineer, Lehman, that his original ex- 
hibit was incorrect and an additional 
exhibit was later offered by him. The 
Commission realizes the difficulties 
under which Mr. Lehman labored and 
the disadvantage which he suffered in 


269 


attempting to appraise the property of 
the company, particularly such prop- 
erty as is underground and not read- 
ily accessible for inspection. It also 
realizes the amount of work which is 
necessary to be performed in working 
out proper unit costs and making due 
allowance for depreciation in work of 
this nature. However, by reason ot 
the lack of detail the city’s figures are 
of very little value and the Commis- 
sion recognizes the company’s figure 
of $153,162 as representing the de- 
preciated cost of the items covered in 
this account. 


Account 521 


This account covers the distribu- 
tion system of the company. It is to 
be noted that this account covers visi- 
ble items and the city’s appraisal is in 
marked contrast to some of the other 
accounts, although it is apparent that 
even here there were a number of 
items omitted by the city. The city’s 
exhibit shows a depreciated cost of 
$284,693 representing a condition 
per cent of 85.7. This is to be com- 
pared with a depreciated cost of $304,- 
974 claimed by the company at a con- 
dition per cent of 79.46. Allowing 
only for the omitted items and noth- 
ing for the difference in quantity and 
price on cable, wire, and labor would 
add $31,376 to the city’s reproduc- 
tion cost, and estimating condition per 
cent at the city’s percentage, would 
leave a depreciated cost in excess of 
the figure submitted by the company. 
The company’s figure of $304,974 as 
the depreciated cost, therefore, should 
be accepted. 


Account 523 


This account covers the buildings 
used as shops and carhouses. Com- 
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petent and reputable expert witnesses 
appeared for the respective parties 
and, as in the land account, their fig- 
ures vary so much it has been a dif- 
ficult job to reconcile them. Chief 
differences are in condition per cent 
and in method of computing direct 
construction expenses. The city’s wit- 
ness testified that he did not insert the 
depreciated figures in his exhibit and 


did not know who had carried out the 
totals. The record is silent as to who 
actually appraised the condition per 
cent on city’s exhibit. The Com- 
mission does not agree with the meth- 
od of application of direct construc- 
tion expenses by the company’s wit- 
ness. It has therefore been deter- 
mined that this account should be 
treated in the following manner: 


Cost of Reproduction 
Condition Less De- 


% preciation 


Contingencies and overhead, 2% on $124,961 


Workmen’s Compensation Insurance, etc., 15% on $26,472 


Plant, 2% on $127,460 

Profit, 10% on $127,460 

Bond, 1.5% on $127,460 
Architect’s fee, 6% on $127,460 
Miscellaneous items 


24th and Vinton Street, Carhouse 


Contingencies and overhead 2% 


Workmen’s Compensation Insurance, etc., 15% on $26,345 


Plant, 2% on $124,893 

Profit, 10% on $124,893 

Bond, 1.5% on $124,893 
Architect’s fee, 6% on $124,893 
Miscellaneous items 


$164,122 


$96,099 
26,345 


$122,444 
2,449 


$124,893 


3,952 
2,498 


$164,463 


10th and Pierce Street, Carhouse and Substation 


Contingencies and overhead, 2% on $226,432 


$175,703 
50,729 


$226,432 
4,529 


$230,961 


Workmen’s Compensation Insurance, etc., 15% on $50,729 7,609 


Plant, 2% on $230,961 

Profit, 10% on $230,961 
Bonds, 1.5% on $230,961 
Architect’s fee, 6% on $230,961 
Miscellaneous items 
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25th and Cuming Street, Carhouse 
Material 


Contingencies and overhead, 2% on $162,368 


Workmen’s Compensation Insurance, etc., 15% on $28,024 


Plant, 2% on $165,615 

Profit, 10% on $165,615 
Bonds, 1.5% on $165,615 
Architect’s fee, 6% on $165,615 
Miscellaneous items 


22nd and Nicholas Street, Maintenance Building 


Contingencies and overhead, 2% on $54,212 


Workmen’s Compensation Insurance, etc., 15% on $15,811 


Plant, 2% on $55,296 

Profit, 10% on $55,296 

Bonds 1.5% on $55,296 
Architect’s fee, 6% on $55,296 
Miscellaneous items 


Contingencies and overhead, 2% on $195,451 


Workmen’s Compensation Insurance, etc., 15% on $46,813 


Plant, 2% on $199,360 

Profit, 10% on $199,360 
Bonds, 1.5% on $199,360 
Architect’s fee, 6% on $199,360 
Miscellaneous items 


25th and Burt, Bus Garage 
Book cost 


Total Shops and Carhouses 


The depreciated figure of $879,645 
is adopted for this account. 


Account 529 


This account includes the items of 
“other expenditures, way and struc- 
tures.” It includes breakage of serv- 
ice pipe in setting poles ; moving pave- 
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3,312 
16,562 
2,484 
9,937 
585 


$202,699 80 $162,159 


$38,401 
15,811 


$54,212 


’ 


$55,296 


1,106 
5,530 
829 
3,318 
11,546 


$79,997 
$148,638 
46,813 
$195,451 
3,909 


$199,360 
7,022 
3,987 
19,936 
2,990 
11,962 
36,790 


$282,047 64 $180,510 


$142,679 100 
$1,319,680 


$142,679 
$879,645 


ment on Leavenworth street; tree 
trimming; moving and_ repairing 
broken underground services, etc. 
The city did not include this account 
in its appraisal. The Commission is 
of the opinion that many of the items 
in this account are provided for in 
other accounts and that a depreciated 
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figure of $5,781 would be justified 
and should be accepted. 


Account 530-A 


This account covers street cars 
without motors. The parties were 
close to agreement in this account as 
to quantity, there being 196 4-motor 
cars, 2 Birney cars, and 2 Jones cars. 
The city did not include the 2 Jones 
cars. There is little difference in re- 
production cost on the cars without 
motors as fixed by the parties—the 
city’s figure being $1,476,700 and the 
company’s figure of $1,483,520. The 
difference is brought about by the 
city’s failure to include transportation 
and unloading charges. The com- 


pany allowed $15 per car for “‘unload- 
ing, inspection, setting up, and trying 
out” under Interstate Commerce Com- 
mission, classification of accounts. 


[17] During the years 1931, 1932, 


and 1933, the company rebuilt its 
street cars practically 100 per cent, 
the only substantial physical part re- 
maining being the original frame. 
The improvements in the rebuilding of 
the cars, including new vestibules, 
heavier and increased number of mo- 
tors for higher speeds, pneumatic 
doors, increased seating capacity, 
steel wheels in lieu of cast iron wheels, 
lightning arresters, lighting increased, 
electric heating, life-guard fenders, 
dead man’s safety control, and com- 
plete repainting. The cost of these 
improvements aggregated $512,484. 
The work was done on each and every 
one of the 196 street cars. It is a 
matter of common knowledge that 
Omaha street cars, in sightliness and 
efficiency, rank among the best in the 
United States—and the Commission 
may take judicial notice of facts of 
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common knowledge. Muller v. Ore- 
gon (1908) 208 US 412, 52 L ed 551, 
555, 28 S Ct 324, 13 Ann Cas 957: 
United States v. Butler (1936) 297 
US 1, 80 L ed 477, 486, 56 S Ct 312, 
102 ALR 914. 


[18] Considerable difference pre- 7 


sents itself in per cent condition ap- 
plied by the parties to this account. 
While proper maintenance and re- 
placement of deteriorated or worn 
parts does lessen depreciation, the 
fact remains that obsolescence (func- 
tion depreciation) exists to some ex- 
tent in the company’s cars. Differen- 
tiation should be made between oper- 
ating efficiency and present condition 
as present condition is used in refer- 
ence to valuation, i. e., cost of repro- 
duction less depreciation, including 
physical and functional depreciation. 

Taking all factors into considera- 
tion and using the company’s repro- 
duction cost of $1,483,520 and apply- 
ing a composite condition per cent of 
61 for all of the cars, produces a fig- 
ure of $904,947 which the Commis- 
sion feels to be a fair and reasonable 
amount for this account. 


Account 533-A (Electric Equipment 
for Street Cars) 


This account includes electric equip- 
ment for street cars. There is very 
little difference as to the reproduction 
cost figure, the unit costs being almost 
identical. The difference comes in 
the condition per cent. It is apparent 
that the motors have been well main- 
tained and there is no question but 
that they are kept in first-class condi- 
tion and are entirely serviceable. It 
seems absurd to give a per cent con- 
dition of 38.69 as proposed by the 
city to equipment which is actually 
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functioning as efficiently as_ this 
equipment is. The company’s figure 
of 83 per cent is somewhat high but 
if this per cent be reduced to 80 it will 
give a proper figure. This would re- 
sult in a figure of $890,600 for the 
depreciated cost of these motors. 


Account 530-B 


[19] This account includes busses 
used by the company. No difference 
appears in number of vehicles. The 
company insisted in its brief that if 
the city would add the cost of tires, 
reproduction cost would be the same. 
Testimony shows that tires were rent- 
ed on a mileage basis and charged to 
operating expenses and were not pur- 
chased. Obviously such items are not 
a part of plant investment. The Com- 
mission is of the opinion, therefore, 
that the city’s figure of $456,855 for 
reproduction cost is correct. Consid- 
ering condition per cent on a service- 
life basis it appears that the city’s com- 
posite condition per cent of 68.5 is 
correct. The depreciated reproduc- 
tion cost figure of $313,157 proposed 
by the city should therefore be adopt- 
ed. 


Account 530-A—Tokens 


This account is included in the com- 
pany’s appraisal in connection with 
Account 537 and the figure of $8,197 
shown by the city for the item of to- 
kens will be considered later in con- 
nection with that account. 5 


Account 532—Service Cars 
and 
Account 533—Electrical Equipment 
for Same 


[20] These accounts represent the 
electromotive service equipment with- 


[18] 
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out motors and, in a separate account, 
motors for the same. There is little 
difference in the figures submitted by 
the city and the company for cost of 
reproduction. The difference lies al- 
most entirely in the condition per cent 
observed. The city’s figure for equip- 
ment without motors is 18.95 per cent 
and for motors 13.22 per cent. It 
should be remembered that the annu- 
al depreciation on this equipment is 
not being figured for the purpose of 
setting up a depreciation reserve but it 
is sought to arrive at its per cent con- 
dition. The figures submitted by the 
city are ridiculously low. A motor in 
only 13.22 per cent condition could not 
possibly operate. 

It seems in this instance that the 
company’s claim to 57.42 per cent for 
the per cent condition for service cars 
is reasonable and as to Account 532 
its figure for depreciated cost of $60,- 
394 should be adopted. 

As to motors the Commission is of 
the opinion that there should be a re- 
duction from the condition per cent 
claimed by the company from 83 per 
cent to 80 per cent in line with the 
reduction made as to motors on street 
cars. This would result in a figure of 
$108,464 for the depreciated cost 
items included in Account 533, for 
service equipment. 


Account 532—Automotive 


The city’s figures appear to be in- 
accurate both as to items included and 
as to cost figures. 

The following items of property 
were entirely omitted: one 4-wheel 
flat trailer; one 4-wheel reel wagon 
and accessories ; one 2-wheel pole car- 
rier, and 15 spare tires. The com- 
pany does not own the transfer table 
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and the No. 113, Model 54, snow 
plow, included in the city’s inventory. 


The city claims to have obtained 
actual cost figures from the records 
of the company. The ledger records 
and job orders of the company were 
produced at the hearing, for exami- 
nation, and the city’s cost figures do 
not represent the cost figures shown 
in the company’s records. 

Upon the showing made in this ac- 
count the Commission is of the opin- 
ion that the company’s figure of $64,- 
233 should be taken as fairly repre- 
senting the depreciated cost. 


Account 534—Locomotives 


This was omitted by the company 
and the figure of $770 covering a 
locomotive not used is excluded from 
consideration. 


Account 536 


This account covers shop equip- 


ment. In this account the city’s wit- 
ness used the company’s 1918 inven- 
tory as to items and quantity and 
spent very little time in attempting to 
ascertain actual existence of the prop- 
erty. His price figures were adjust- 
ed through his personal knowledge, 
using the inventory as a guide and 
jotting down, as he went along, the 
cost price as he thought it should be. 
No field notes or work sheets were 
produced and no detail of any char- 
acter was shown. He had no prices 
on the new equipment in the garage 
at 25th and Burt streets and approved 
the company’s figure. He grouped 
three of the shops and lumped them 
off into one round figure. On cross- 
examination he testified that a spot 
check of the company’s inventory ap- 
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peared to be accurate and prices in 
line. 

The city’s per cent condition was 
found to be 66.8 and the company’s 
61.43. 

The company’s detailed inventory 
and itemized evidence are much more 
satisfactory and should be accepted. 

The depreciated cost figure of 
$350,429 should therefore be adopted 


for this account. 


Account 537—Furniture 


This is subject to much the same 
criticism as Account 536 and the Com- 
mission adopts the company’s figure 
of $75,081 including the item of to- 
kens covered by the city in its Ac- 
count 530-A—Tokens, as being the 
proper figure to express the depreciat- 
ed cost of the items shown in this ac- 
count. 


Account 538 


This covers miscellaneous equip- 
ment. The company’s depreciated 
figure is $2,390. This appears to 
cover private automobiles used by the 
company. The company’s figure, 
since it is less than the city’s figure, 
should be accepted. 


Account 540 


This covers substation buildings. 
The discussion under Account 523, 
Shops and Carhouses, is equally ap- 
plicable to this account. Adjusting 
this account in accordance therewith, 
results as follows: [Table omitted. ] 

The Commission therefore adopts 
the depreciated cost of $71,551 for 
this account. 


Account 543 


This account covers power plant 
equipment and substation equipment. 
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Differences in this account result 
mainly from the respective methods 
used. The company had no Account 
542 and if the city’s figure of $24,133 
under its Account 542 be added to its 
figure in this account, a total of $385,- 
921 would be procured. The city’s 
reproduction cost figure was arrived 
at by taking actual cost price under 
the 1929 contract. No increase in 
cost resulting from labor, social se- 
curity taxes, workmen’s compensa- 
tion, and labor overheads was includ- 
ed. Testimony revealed that the 1929 
cost figure would have to be increased 
18.4 per cent to install the equip- 
ment at the present time. This in- 


crease, together with other proper 
present-day charges mentioned above, 
would make the city’s figure $478,170 
or approximately $2,000 over the 
company’s reproduction cost. 


Condition per cent figures are at 


greater variance. The city’s witness 
testified that his field notes and work- 
ing papers had apparently been lost 
and they were not produced at the 
hearing. It was difficult to obtain in- 
formation in the record on how con- 
dition per cent was ascertained. 

After considering the testimony 
and exhibits in this case the Commis- 
sion is of the opinion that the com- 
pany’s depreciated cost figure of 
$410,728 should be accepted. 


Account 544 


This account covers transmission 
equipment. There is little difference 
in the reproduction cost, but the city’s 
condition per cent is some 10 per cent 
less than the company’s. Considering 
the condition in which this particular 
class of property must be maintained 
to be useful it would seem that a per 


275 


cent condition of 67.97 would more 
nearly reflect actual conditions than 
the per cent condition of 57.5 as 
claimed by the city. The company’s 
figure of $124,285 should be accepted 
by the Commission as the proper fig- 
ure for depreciated cost for the items 
contained in this account. 


Summary 


This brings to a conclusion the ac- 
counts affecting tangible property of 
the company and the Commission be- 
lieves that the figures set forth above 
fairly and accurately represent, un- 
der the evidence as presented, the pres- 
ent fair value on the basis of cost of 
reproduction new less depreciation of 
the items therein included. 

[21] The Commission is not un- 
mindful of the matter of obsolescence. 
It has been, and undoubtedly will be, 
contended that obsolescence should be 
given more weight in the appraisal of 
this property than is afforded by the 
ascertainment of condition per cent 
through observed depreciation of the 
various items. When this investiga- 
tion was originally instituted it was 
suggested that it should be taken into 
account that mass transportation was 
in the process of transition ; that many 
cities were served by completely mo- 
torized units and that this particular 
system should be valued on the basis 
of substitution of bus service for elec- 
tric equipment. It is undoubtedly true 
that mass transportation is in a state 
of flux, but it is equally true that no 
one knows what the outcome may be. 
Motorized transportation is not the 
only form of mass transportation 
which is being offered the public. 
Trolley busses operating from over- 
head trolleys but without rails are 
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common sights in other cities, as for 
example, Kansas City and Indianapo- 
lis. To attempt to say what equip- 
ment is or will become obsolete and 
within what period, would be for this 
Commission to leave the realm of fact 
and enter into the realm of speculation 
and fanciful conjecture. 

The experience of the company in 
street railway operations, does not 
differ materially from the experience 
of other tram companies in cities of 
100,000 to 500,000 population, as to 
numbers of passengers carried, and 
revenues received. Omaha, with a 
population of 220,000, has all of the 
characteristics rendering tram service 
difficult and highly expensive. The 
city’s boundaries form an oblong, be- 
ing 114 miles long, and 34 miles 
wide, making one of its tram hauls 
12.27 miles in length. The topog- 
raphy is quite hilly, including sev- 
eral grades in excess of 8 per cent. 
The climate reaches the extremes, both 
in winter and in summer. It is in- 
dustrial in character, having major 
branches of the four largest packing 
industries, and an extensive stock- 
yards, resulting in high peaks demand, 
with more than 60 per cent of all pas- 
sengers being hauled during peak pe- 
riods. 


The tremendous increase in costs 
of operations is conclusively demon- 
strated in several of the company’s ex- 
hibits. From 1913 to 1938, wages of 
company’s employees increased 135 
per cent; general construction costs 
increased 125 per cent; electric rail- 
way construction costs increased 68 
per cent; operating expenses general- 
ly increased 132 per cent; and taxes 
(exclusive of social security, capital 
stock, and corporation taxes) in- 


creased 324.59 per cent. During the 
same period, the company’s fares in- 
creased only 67 per cent. 

Like other tram companies, since 
the effective advent of the automobile, 
and subsequently, the appearance of 
low-fare taxicabs, the company has 
been subjected to constant and increas- 
ing destructive competition. Passen- 
ger automobile registrations in the 
city of Omaha for the year 1915 were 
4,947, and for the year 1938, 47,321. 
As passenger automobile registrations 
increased, street railway passengers 
automatically decreased. The effect 
of the use of the privately owned au- 
tomobile is reflected in the fact that 
company’s passengers riding, receded 
from a maximum of 61,650,839 pas- 
sengers carried in the year 1920, to 
25,025,054 passengers carried in 1938. 
Conversely, during the same period, 
passenger automobile registrations in- 
creased in the city of Omaha from 
15,750 in 1920, to 47,321 in 1938. 
The result of the effective advent of 
the privately owned passenger auto- 
mobile on the company was no differ- 
ent than the effect of other tram com- 
panies in cities with populations of 
100,000 to 500,000 people, and is en- 
tirely beyond the control of tram com- 
pany officials. 


In the last several years, taxicabs, 
and other public cars, very substan- 
tially reduced their fares, and as a 
class engaged in the carrying of sev- 
eral passengers—as many as five—at 
the same price as a single occupant of 
a taxicab or public car would pay 
when riding alone. This new form of 
competition has definitely adversely 
affected the tram business. In the 
city of Omaha, along with the sub- 
stantial decreases in taxicab fares, 
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there has been an equally substantial 
increase in the number of taxicab 
units operated. 

Notwithstanding the difficulties be- 
setting all tram companies in cities of 
populations generally comparable to 
that of the city of Omaha, and par- 
ticularly applicable to operations in the 
city of Omaha, the company has con- 
tinued at all times to accord adequate 
and sufficient service to the people. In 
1903 the city of Omaha had a popu- 
lation of 123,000, and in 1938, 220,- 
000, yet in 1903 the company carried 
23,212,048 passengers, and in 1938, 
25,025,054 passengers—an increase 
of only 7.81 per cent. During this 
same period, due to expansion of city 
environs, and trends toward peak pe- 
riod riding, the car and bus miles op- 
erated, increased 41.34 per cent. The 
route miles were increased 37.66 per 
cent. The operating expenses, ex- 
clusive of depreciation, increased 
132.35 per cent, primarily because of 
higher cost of labor, materials, .and 
other operating expense items. In 
the same period, taxes increased 
324.59 per cent, or from $64,938.95 
in 1903 to $275,726.20 in 1938. 

The record shows that the net Ad- 
ditions and Betterments made by the 
company since the acquisition of the 
property in 1903, aggregates $5,367,- 
387.49—the largest expenditures be- 
ing in the years 1929 to 1933, and re- 
flecting in part the cost of the exten- 
sive rebuilding of the company’s street 
cars, and the construction and equip- 
ping of new substations. 

During this same period, Replace- 
ments and Renewals, less salvage, are 
shown to be $3,057,972.46. 

It is the Commission’s duty to ac- 
cept the company as it is and to value 
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it on its present basis. In McCardle 
v. Indianapolis Water Co. (1926) 272 
US 400, 71 L ed 316, PUR1927A 
15, 30, 47 S Ct 144, Justice Butler, 
in delivering the opinion, said: 
“There is to be ascertained the value 
of the plant used to give the service 
and not the estimated cost of a dif- 
ferent plant.” 

For use in the further discussion 
which will be had in this opinion a 
summary is here inserted of the ac- 
counts above analyzed representing 
the tangible property of the company. 
= 


$205,852 


, Service cars 
, Service equipment 
, Automotive 


$8,276,393 
Accounts Covering Intangible Values 


There are a number of accounts 
which do not represent tangible prop- 
erty, but instead represent values 
which have gone into the construc- 
tion of the system as a whole, but are 
not reflected in the tangible property 
as such. 

[22] In the adoption of the meth- 
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od of appraisal on the basis of re- 
production new less depreciation, 
each party has, of course, assumed a 
construction period during which the 
property will be acquired and placed 
in operation. The period assumed by 
the company was two and one-half 
years; a period of one year was as- 
sumed by the city. The extent of this 
period is, of course, a matter of con- 
jecture. The actual history of the 
company shows no construction peri- 
od for the system as it now exists. 
As above pointed out, it has been a 
matter of organization of smaller 
companies, mergers, and extensions 
with no distinct promotion period for 
any of them. The actual experience 
of a utility with regard to promotion 
expenses, that is whether or not it 
actually had such expense, has been 
given controlling weight and the fact 
that no promotion expenses were ac- 
tually incurred has been considered 
good reason for denying the allow- 
ance of such expenses. Re Capital 
Transit Co. (DC 1938) 25 PUR 
(NS) 177; Los Angeles Gas & E. 
Corp. v. California R. Commission, 
289 US 287, 77 L ed 1180, PUR 
1933C 229, 53 S Ct 637. There are, 
however, other expenses which will 
naturally and unavoidably be in- 
curred during any period of construc- 
tion which may be assumed. This 
has been recognized by the city and 
it has submitted its estimates for such 
expenses. 
Account 501 

[23] 
neering and superintendence. As 
nearly as can be ascertained from the 
record, the city proposed 5 per cent 
on most of the items based upon cost 
of reproduction new, less deprecia- 
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This account covers engi- 


tion. The company in this case criti- 
cized the method used by the city. 
However, the Interstate Commerce 
Commission in its valuation of some 
121 railway properties allowed from 2 
to 5 per cent for engineering and su- 
perintendence, the average being 3.6 
per cent. (Engineering Valuation, 
Marston and Agg. [1936] p. 314; 
Re Texas Midland Railroad [1918] 
Valuation Docket No. 2, 75 Inters 
Com Rep 1, 28; Re Middletown & 
U. R. Co. [1927] 125 Inters Com 
Rep 143.) The Commission believes 
that a fair method would be to take 
3.5 per cent of the depreciated cost in 
Accounts 504 to 529 and 540 to 544 
inclusive. This would depreciate the 
cost of engineering and superintend- 
ence along with other costs and would 
result in a figure of $185,530 for this 
account. 
Overheads 


[24] Accounts 546 to 550 include 
overhead costs during the construc- 
tion period. In the matter of over- 
head costs the testimony is conflict- 
ing, and the Commission is, perforce, 
compelled to exercise its discretion in 
arriving at a conclusion. The city 
recognizes in its Exhibit 12, that over- 
head costs represented by Accounts 
546 to 550, inclusive, are proper items 
to be included in determining the fair 
value of the property. It places a 
percentage basis on each of the items 
as follows: 


Account 546—Law expenditures dur- 
ing construction 

Account 547—Interest 
struction 

Account 548—Injuries, damages dur- 
ing construction 

Account 549—Taxes during construc- 


tion 
Account 550—Miscellaneous 
construction 


1.5% 
4.0% 
0.5% 
1.5% 
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To determine the amount of such 
overhead costs as a part of the fair 
value of the property as of January 
1, 1939, such (city) percentage of 10 
per cent would be applied to the re- 
production cost new less depreciation 
of $8,461,923, which produces the 
sum of $846,192. The company, on 
the other hand, computes these over- 
head costs on an estimated experience 
cost basis, without using the percent- 
age basis. Company shows a total of 
$2,206,207 amounting to 23.67 per 
cent of its reproduction cost less de- 
preciation. The percentage basis hav- 
ing been used practically throughout 
the valuation, the Commission finds 
the percentage basis of overhead costs 
in consonance with the entire proceed- 
ings. From a study of reported cas- 
es it was found that an average al- 
lowance of 10.88 per cent was made 
for general overheads. The Commis- 


sion is of the opinion that allowance 
of 12 per cent for these overheads 
would be fair and reasonable under 
the facts and circumstances in this 


case. This would result in a figure 
of $1,015,431 for the total of the 
overhead costs included in the accounts 
in question. 


Working Capital—Cash, Material, 
and Supplies 


[25] These allowances were omit- 
ted by the city but there is no just 
reason for their exclusion. The com- 
pany claims $137,077 for material 
and supplies, which the Commission 
believes is a fair figure and should be 
allowed. The company also claims 
an allowance of $185,125 for cash 
working capital. This is based upon 
what cash it is estimated would be 
necessary to carry on operations for 
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a month. Inasmuch as the company 
would be taking in money from the 
first day of its operations there would 
appear to be no reason why it should 
be apprehended that so large an 
amount of cash working capital would 
be required. An allowance of one- 
half of that amount or $93,592 
should be allowed for this item. 


Going Value 


[26] It is the theory of the com- 
pany that the value of its property, 
used and useful, as computed upon 
unit costs and as depreciated by ob- 
servation of its condition, does not in 
and of itself reflect the fair value of 
the system as a system; that such val- 
ue is merely what is termed a “bare 
bones” value; that there should be 
added to the same a “going concern 
value” reflecting the additional value 
of the property as a living entity. 
There is no quarrel with the general 
principle invoked by the company. 
(Des Moines Gas Co. v. Des Moines, 
238 US 153, 59 L ed 1244, PUR 
1915D 577, 35 S Ct 811; Denver v. 
Denver Union Water Co. 246 US 
178, 62 L ed 649, PUR1918C 640, 
38 S Ct 278; Galveston Electric Co. v. 
Galveston, 258 US 388, 66 L ed 678, 
PUR1922D 159, 42 S Ct 351; Mc- 
Cardle v. Indianapolis Water Co. 
[1926] 272 US 400, 414, 71 L ed 
316, PUR1927A 15, 47 S Ct 144.) 
The state of Nebraska has laid upon 
all corporations what is termed a 
“Franchise Tax” but which amounts 
to a tax upon the intangible value 
which a corporation may have over and 
above the value of its physical proper- 
ty as assessed in the various counties. 
Chapter 77, Art. 8, Comp. Stat. 1929. 
This tax was sustained as a tax upon 
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“corporate excess” value by the deci- 
sion of a 3-judge statutory court in 
the United States district court for 
the district of Nebraska, sitting at 
Lincoln, Nebraska. Western U. Teleg. 
Co. v. Weaver, Eq. No. 301, opinion 
by Gardner, J., filed Dec. 1, 1932. 

The Supreme Court of the United 
States in the case of Los Angeles Gas 
& E. Corp. v. California R. Commis- 
sion, supra, PUR1933C at p. 245, de- 
clared it to be self-evident “that there 
is an element of value in an assembled 
and established plant doing business 
and earning money over one not thus 
advanced,” and that this element of 
value is “a property right” which 
should be considered “in determining 
the value of the property upon which 
the owner has a right to make a fair 
return.” 


In Yonkers R. Co. v. Public Service 
Commission (1934) 242 App Div 
319, 6 PUR(NS) 1, 4, 274 NY Supp 
535, one of the most recent cases deal- 
ing with this precise question, the 
court in reversing the Commission for 
failure to include going value, said: 
“The Commission refused to allow 
any going concern value giving as a 
reason that street railways, except in 
large cities, were fast losing ground, 
and lines were being abandoned, and 
busses were taking their places. This 
was beyond the power of the Commis- 
sion to decide; their function was to 
determine whether or not the com- 
pany was receiving a fair return up- 
on the property actually devoted to 
public use under the decisions of the 
United States Supreme Court in Des 
Moines Gas Co. v. Des Moines, 238 
US 153, 59 L ed 1244, PUR1915D 
577, 35 S Ct 811; Galveston Electric 
Co. v. Galveston, 258 US 388, 66 L 
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ed 678, PUR1922D 159, 42 S Ct 351; 
McCardle v. Indianapolis Water Co. 
(1926) 272 US 400, 71 L ed 316, 
PUR1927A 15, 47 S Ct 144, an 
amount for going concern value 
should be included in the rate base, 
but that the amount should reflect the 
good judgment of the regulatory Com- 
mission based upon all the facts and 
evidence. : 

“The difficulty in determining the 
going value will not justify the dis- 
regarding of it. Rate making is dif- 
ficult, but will not justify confisca- 
tion; the difficulty, however, will les- 
sen, as it does in most cases, when we 
cease to think about the subject vague- 
ly. It takes time to put a new enter- 
prise of any magnitude on its feet 
after construction has been finished; 
mistakes of construction have to be 
corrected, substitutions have to be 
made, economies have to be instituted, 
experiments have to be made, which 
sometimes turn out to be useless, and 
organization has to be perfected. 
None of these things are reflected in 
the value of the physical property. 
The company starts out with a bare 
plant before the expenditure of time, 
labor, and money, which codrdinates 
these into a working organization, 
working business. People ex rel. 
Kings County Lighting Co. v. Will- 
cox (1914) 210 NY 479, 104 NE 
911, 51 LRA(NS) 1; People ex rel. 
Peoples Gas & E. Co. v. Public Serv- 
ice Commission (1925) 214 App Div 
108, 113, PUR1926A 229, 211 NY 
Supp 662.” 

In the case of Re Platte County In- 
dependent Teleph. Co. Application 
No. 4575, 15 Ann Rep Neb S. R. Co. 
294, PUR1922D 303, 339, this Com- 
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mission, in considering going value, 
said : 

“One element of going value is that 
the plant is completed, its units work- 
ing together in a coherent whole, 
functioning for the purposes for which 
the property was constructed. The 
value of the property as thus codrdi- 
nated, is greater than the value where 
each of the parts is considered in a 
sense unrelated to any other part.” 

In Springfield Gas & E. Co. v. 
Missouri Pub. Service Commission 
(1925) 10 F(2d) 252, 255, PUR 
1926C 858, 863, the court held as fol- 
lows: 

“Adverting, therefore, to the facts 
in the case, the testimony not only pre- 
dominated, but was practically one 
way, that the fair present value of 
plaintiff’s property, used and useful in 
the public service on December 31, 
1922, was $1,273,230. This includes 
an item of going value in the sum of 
$117,949. The parties in like man- 
ner are in agreement that some sum 
should be allowed for going value. 
Des Moines Gas Co. v. Des Moines, 
238 US 153, 1. c. 169, 59 L ed 1244, 
PURI915D 577, 35 S Ct 811; Gal- 
veston Electric Co. v. Galveston, 258 
US 388, 66 L ed 678, PUR1922D 
159, 42 S Ct 351; Minneapolis v. 
Rand (1923) 285 Fed 818, 1. «. 
830. 


“Plaintiff’s testimony tended to 
show that this item should be allowed 
at the above figure. This is approxi- 
mately 10 per cent of the cost of the 
reproduction or replacement cost. The 
usual percentage allowed by the courts 
and Public Service Commissions va- 
ries from 27.9 per cent to 7.5 per cent 
of the cost of reproduction. Accord- 
ing to the testimony, the average in 
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all of the court cases was 10.4 per cent, 
whereas the average in all public util- 
ities cases was 15.4 per cent. It was 
in evidence that the Public Service 
Commission of Missouri, in the case 
of Kansas City v. Kansas City Teleph. 
Co. 11 Mo PSCR 731, 1. c. 7%, 
PUR1922A 466, allowed 10 per cent 
of the reproduction cost for going 
value, and that such an allowance has 
been made in other cases. Upon the 
testimony, the court must accept 
plaintiff's claim as reasonable and 
proper.” 

While the company has not been 
able to earn enough to pay divi- 
dends upon its stocks, still it has met 
its taxes and fixed charges and paid 
all of its operating expenses, includ- 
ing the wages of its employees, and 
the Commission is of opinion that it 
is entitled to be regarded as a going 
concern. 

The amount, however, to be as- 
signed as its “going concern value”’ is 
quite debatable. The city did not treat 
this item of Going Value in its reply 
brief. It seems highly theoretical to 
assume a period in excess of seven 
years during which the company 
would start from scratch without any 
customers and build up to its present 
carrying capacity after a series of an- 
nual losses. This theory has been 
condemned by the Supreme Court of 
the United States. Galveston Electric 
Co. v. Galveston, supra; Los Angeles 
Gas & E. Co. v. California R. Com- 
mission, supra. 

On page 291 of the company’s brief 
a tabulation is presented of twenty 
cases before Commissions and courts 
involving street railways in which 
“going concern value” has been al- 
lowed and an average figure for the 
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twenty is 9.16 per cent. It may be 
contended that a company which is 
able only to earn its operating expen- 
ses and fixed charges and is not pay- 
ing dividends is not to be regarded as 
in average condition. The Commis- 
sion believes that circumstances which 
make up the present economic situa- 
tion must be given some weight. 
Omaha is in the heart of the great 
agricultural West which has been suf- 
fering from drought and depression 
for a considerable period of years. 
The defendant company has served 
that portion of the population of Oma- 
ha which does not own automobiles 
and at a cost less than the ownership 
and operation of an automobile would 
entail. It has paid wages to its em- 
ployees and has paid interest to those 
who have invested in its bonds. 
Nothing derogatory to its manage- 
ment has been shown in the record 
and it is only fair to the city to say 
that no issue was made on that sub- 
ject. It is a fair assumption that this 
company will prosper as prosperity 
returns and that with increasing pros- 
perity it will be able to pay dividends 
to its stockholders. The company 
claims some $1,400,000 for going con- 
cern value. This appears to be too 
high. 

The Commission is of the opinion, 
however, that if a figure based upon 
9.16 per cent of the depreciated cost 
of the tangible property including en- 
gineering and superintendence, of the 
company, or $775,112 be assigned, 
that this will be a fair appraisal of 
going value of the company. 


Summary of Values 


Conclusions as to valuation as 


shown heretofore result in the fol- 
lowing: 


Tangible Property $8,276,393 
Allowance for Engineering, Ac- 
count 501 185,530 
Intangibles included in Accounts 
546 to 550 inclusive 
Cash Working Capital 
Material and Supplies 
Going Concern Value 


1,015,431 
93,592 
137,077 
775,112 


$10,483,135 


which the Commission finds to be the 
fair value of the property used and 
useful in the service of transportation, 
as of January Ist, 1939. 


Return on Investment 


[27] Having thus determined the 
value of the company’s property, the 
next step would naturally be to deter- 
mine what rate of return should be 
permitted upon that property. The 
order of this Commission previously 
entered fixed the rate of return at 7 
per cent. It might well be contended 
that this rate of return should be 
modified in view of the lower interest 
rates which are being demanded by 
investors at the present time. How- 
ever, it is obvious that the question is 
entirely moot. There appears to be 
no reason, therefore, for going into 
this matter or to discuss the same fur- 
ther than to say that the annual av- 
erage, computed over a 10-year period 
from 1928 to 1938, inclusive, exclud- 
ing the year 1935, shows a total in- 
come of $2,415,385 and total operat- 
ing expenses, including taxes, of $2,- 
042,007 or earnings before fixed 
charges of $373,378. This amounts 
to 3.56 per cent upon a rate base of 
$10,483,135. In 1935 the company 
experienced labor trouble and _ that 
year has been eliminated from consid- 
eration as not being representative of 
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normal operations. For the year 1938 
the company had a total income of 
$2,121,546, and total operating ex- 
penses, including taxes, of $1,975,- 
057, or earnings before fixed charges 
of $146,489, amounting to 1.40 per 
cent upon said rate base. 


The previous order of the Com- 
mission will not be disturbed, not be- 
cause it necessarily would be followed 
at the present time but because there 
is no reasonable likelihood of the mat- 
ter becoming material in the immedi- 
ate future. This matter is closely re- 
lated to the reduction of fares and 
will be further discussed in connec- 
tion therewith. 


Reduction of Fares 


[28] It is a matter of common 
knowledge that mass transportation 
companies have been going through 
a difficult period. The respondent 


company is faced not only with com- 
petition from taxicabs in its most 


profitable field, to wit: the short- 
haul field, but it also has a relentless 
competitor in the private passenger 
automobile. This competition may 
not be so keenly felt in larger cities 
where traffic difficulties and parking 
problems tend to eliminate some of 
the competition which is found in the 
smaller cities. However, the automo- 
tive industry has been one of remark- 
able development. Mass production 
has resulted in putting on the market 
a product which has increased in qual- 
ity and decreased in price. It is hard 
to find the family even amongst those 
earning only moderate wages which 
does not possess an automobile. Auto- 
mobiles are sold largely upon an in- 
stalment payment plan of financing 
and an increasing number of owners 
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are trading in their cars after a short 
period of use to avoid depreciation. 
Thus not only new cars but second- 
hand cars are increasing in number. 
Those using the street cars and other 
forms of mass transportation are 
largely confined to those who are com- 
pelled to do so by reason of not being 
able to afford the purchase and upkeep 
of a private car. 


While it would be highly desirable, 
of course, to favor these “necessity”’ 
riders with a reduction in the cost of 
their transportation, it must be re- 
membered that every reduction in op- 
erating revenues must be compensat- 
ed by an increase in the number of 
revenue passengers sufficient to offset 
the loss to the company. The com- 
pany’s operating revenue at the pres- 
ent time barely covers fixed charges. 
There has been no evidence presented 
to this Commission which would jus- 
tify it in assuming that a sufficient 
gain in revenue passengers would off- 
set the loss caused by a reduction in 
fares. An exhibit presented by the 
company shows what would be the re- 
sult of prescribing a 5-cent fare. 
Starting with the present number of 
revenue passengers carried, 25,025,- 
455, and the gross revenue in dol- 
lars, $2,097,373.19, produced there- 
from, the exhibit then proceeds to as- 
certain how many additional passen- 
gers on a 5-cent fare basis would 
have to be carried to produce the same 
amount of dollars, and such increased 
number of passengers is shown to be 
16,922,010 or an increase of 67.62 
per cent in revenue passengers carried 
and to make up the new and addition- 
al expense, added equipment, labor, 
etc., necessarily incurred in handling 
the 16,922,010 of added passengers, 
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would require further additional rid- 
ers to the extent of 11,671,283. 

The company’s Exhibit D-65 car- 
ried forward its estimates, but with 
a reduction of 10 per cent in the ac- 
cumulated operating cost per mile, and 
demonstrated that, on a 5-cent fare, 
for the company to accomplish the 
same 1938 gross income (before 
fixed charges) it would have to trans- 
port 68,000,000 revenue passengers 
per year, or an increase of 43,000,000 
passengers over the 25,000,000 pas- 
sengers carried in 1938. This would 
be an increase of 172 per cent in rid- 
ing, and would represent approxi- 
mately 309 rides per capita in com- 
parison to the company’s 1938 per 
capita rides of 113, and this increase, 
in a city of Omaha’s population, is ob- 
viously beyond the realm of possi- 
bility. 

Company’s Exhibit D-66 demon- 
strated a generally like effect of a 64- 
cent fare, as indicated above concern- 
ing a 5-cent fare, but in somewhat 
lessened proportions, the 64-cent fare 
requiring a 44,000,000 increase in 
revenue passengers to balance the com- 
pany’s 1938 experience on an 84-cent 
fare. 

The effect of any intermediate fare 
between a 64-cent fare and the ex- 
isting 84-cent fare was orally demon- 
strated to be in general inverse pro- 
portion to the effect of a 5-cent fare 
and a 64-cent fare, as above indicated. 

It is apparent that the present fares 
are transporting the passengers rid- 
ing the street cars at barely the cost of 
transportation, plus taxes and fixed 
charges, with nothing for return on 
the investment. While lower fares 
would undoubtedly benefit the passen- 
gers, it is apparent that the company 
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could not be expected to provide trans- 
portation at any less than it is now 
charging. 

The matter of reduction in fares 
and return on investment would seem 
to go along side by side. If and when 
the company shows increased revenue 
and ability to pay an adequate rate of 
return upon its investment, it will 
then be an appropriate time to consid- 
er the matters, both of reduction of 
fares and fair return, and until such 
time the present order of the Commis- 
sion with regard to rates of charges 
for fares should not be disturbed. 


Findings 

The Commission, therefore, finds 
(1) that the fair value of the proper- 
ty of the respondent company used and 
useful in the service of transporta- 
tion within the state of Nebraska is 
the sum of $10,483,135, and that the 
order heretofore entered by the Com- 
mission on September 25, 1923, 16 
Ann Rep Neb SRC 184, PUR1924A 
627, as amended by the order of Sep- 
tember 22, 1924, 17 Ann Rep Neb 
SRC 232, should be modified so far 
as the finding of the valuation of the 
property of the respondent company 
is concerned; (2) that the findings 
and orders of this Commission here- 
tofore entered as to rate of return and 
as to rates, fares, and charges of the 
respondent company should not be 
disturbed. 


Goop, Commissioner, dissenting: 
I am unable to concur with my 
colleagues in their findings and or- 
der in this matter. The principal ba- 
sis of my disagreement is that in ar- 
riving at the fair value of the prop- 
erty used and useful, the majority has 
failed to give due weight to the items 
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making up depreciation. I do not ob- 
ject so much to the rule they have fol- 
lowed in arriving at the fair value of 
the property, but in the application of 
the rule, I cannot agree. To be spe- 
cific, little, if any, weight is given to 
the obsolescence of the company’s 
property or to the fact that street cars 
and street car systems are rapidly be- 
ing superseded by street busses. The 
majority does make mention that some 
obsolescence exists as to street cars 
but as a matter of fact passes over 
that item quite lightly, assigning a 
condition per cent of 61 per cent to the 
street cars. It will be obvious that 
very little, if any, of the depreciation 
assigned to these street cars could be 
called obsolescence or supersession 
when it is realized that the average 
age of the cars is somewhere between 
twenty-two and twenty-seven years of 
service which, on a 4 per cent depreci- 


ation would eliminate practically all 


value as of this date. This fact is 
further evidenced by the testimony 
which indicates that such cars as have 
been disposed of by reason of their 
replacement by busses or loss of busi- 
ness have either been burned because 
there was no market for them or dis- 
mantled and sold as junk at a figure 
of somewhere around $90 to $120 per 
car, but it appears obvious to me that 
the rapid replacement of street car 
systems by bus transportation because 
of economy, efficiency, speed, and 
comfort of the busses, renders a street 
car system obsolete to a far greater 
extent than that evidenced by the per 
cent condition allowed by the major- 
ity of the Commission. This is fur- 
ther borne out by the fact that, in the 
past two years, approximately 67 
American cities operating rail and bus 
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service has been supplanted by 100 
per cent bus service. The fact that 
street cars are considered obsolete is 
borne out by the fact that the Omaha 
& Council Bluffs Street Railway Com- 
pany is and has been for the past sev- 
eral years increasing its bus mileage; 
that no new tracks have been laid for 
a considerable number of years; that 
where streets have been torn up to be 
rebuilt invariably the tracks have not 
been replaced but a bus service has 
been substituted for tram service and 
all extensions of transportation which 
have been made to outlying districts, 
which are being built up in Omaha 
and its environs, are served by busses. 
It is a matter of common knowledge 
that no street railway tracks are being 
laid in any city in the United States 
nor has any such track been laid for 
a good number of years. 


The testimony of the company’s 
witness, Frank Hudson, its assistant 
general manager, bears out this con- 
tention that the system is obsolete. 
Mr. Hudson, in answering questions 
with reference to the disposition of 
street cars which are not now in serv- 
ice and which were replaced by buss- 
es, testified that the street cars were 
in most instances burned up and that 
they had “become obsolete as far as 
we were concerned.” 


The same degree of obsolescence 
and supersession to be applied to street 
cars should be applied, and in the same 
proportion, to the tracks, ties, ballast, 
trolley wires, poles, stays, and to the 
several substations, signal systems, 
underground conduits, and to all oth- 
er items incident and essential to the 
operation of a tram system. I do not, 
of course, contend that the system 
should be given no value because of 
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this obsolescence and supersession, but 
I do say that very material weight 
should be given to it in the item of 
depreciation and that the obsolescence 
evidenced at the present time would 
be more rapidly accumulative in sub- 
sequent years. All of this very ma- 
terially lessens the value of the prop- 
erty. This is strongly evidenced by 
the market value of the bonds of the 
company as of this date. The major- 
ity opinion stresses the fact that the 
market value of the company’s stocks 
and bonds and the record of the as- 
sessed value of the company’s prop- 
erty, is useful. for comparative pur- 
poses, but may not be given control- 
ling weight. Let us compare the mar- 
ket value of the securities of the com- 
pany with the figure arrived at by the 
majority as the fair value. The aver- 
age market value of the outstanding 
bonds for the year 1938 was $65.17 
and for the purpose of evidence that 
figure was adopted by stipulation of 
all parties, making a total of the out- 
standing bond securities in the amount 
of $3,178,992.60. Inasmuch as stocks 
are no more listed when their value is 
less than 25 cents per share and they 
have not been listed for years, I hesi- 
tate to place other than a nominal val- 
ue thereon. However, adding to the 
bond value a something for a possible 
or prospective value of the stock, 
which at the moment is not quoted at 
any market value, the sum of $121,- 
007.40, we arrive at a total of $3,- 
300,000. This challenges the figure 
of $10,483,135 placed as a value by 
the majority of the Commission. I 
contend that the present market value 
of the securities would compare more 
favorably with the fair value of the 
property had the majority of the Com- 
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mission given reasonable weight to 
obsolescence and supersession. The 
same comparison can be made on the 
tax assessment of the company’s prop- 
erties which, in 1939, the company 
contended was $3,500,000, but it was 
revised by the board of equalization 
to a figure of $4,500,000. No doubt 
the board of equalization gave due 
weight to obsolescence and superses- 
sion or it would not have arrived at 
such a low figure. I am not entirely 
in accord with the statement of the 
majority of the Commission that the 
assessment for taxation purposes can 
be used only as a comparison. It is 
a sworn statement by the company of 
what it regards its assets to be. While 
it may not be controlling, it does bear 
out the fact that the company’s prop- 
erties are notably but a fraction of the 
value of the majority opinion would 
indicate because of obsolescence and 
supersession. 

Of much stronger effect is the case 
of State ex rel. Public Service Commis- 
sion v. Southern P. Co. (1938) 95 
Utah, 84, 24 PUR(NS) 305, 79 P 
(2d) 25, which clearly indicates the 
trends of courts and Commissions to- 
ward a refusal to recognize one princi- 
ple for valuation for rate-making pur- 
poses and another almost opposite the- 
ory for taxation purposes, both of 
which operate to the benefit of the com- 
pany and the detriment of the public 
when applied. The common sense prin- 
ciple applied to every day life that 
“You can’t have your cake and eat it,” 
should be applied to utilities. If the 
properties of the company are worth 
a certain amount when the company is 
attempting to urge a low basis for 
taxation, it should not be heard in a 
rate case to deny that which it so 
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eloquently urged when it was benefi- 
cial to it to have a low valuation. 


Going Concern 


The majority opinion quotes at 
some length from Commission and 
court decisions to buttress their al- 
lowance for going concern value. The 
company claimed an amount of $1,- 
400,000 for this item and the major- 
ity of the Commission set the amount 
at $775,112 which is 55.36 per cent of 
the amount claimed. Going concern 
value is intangible, is difficult of defi- 
nition, and is very often confused with 
good will and is an effort on behalf 
of the utility to recoup past losses. At 
best it is nebulous and if a percentage 
is allowed it is arrived at by reaching 
into the air and grasping some per- 
centage that cannot be borne out by 
any substantial evidence. The gener- 


al custom in appraising a utility is for 
the regulatory body to conclude that 
the going concern value is included in 
the reproduction cost figure which is 
arrived at and that the appraisal was 


made on such a basis. Courts have 
invariably sustained Commissions 
finding where such a recitation is made 
without requiring a definite showing 
as to where the going concern value 
is. But my conception of going con- 
cern value leaves no room for any 
question of it in this case. Mr. Chief 
Justice Hughes, in Los Angeles Gas 
& E. Corp. v. California R. Commis- 
sion, 289 US 287, 77 L ed 1180, PUR 
1933C 229, 245, 53 S Ct 637, in deal- 
ing with this question of going value 
says: 

“This court has declared it to be 
self-evident ‘that there is an element 
of value in an assembled and estab- 
lished plant doing business and earn- 
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ing money over one not thus far ad- 
vanced’ and that this element of val- 
ue is ‘a property right that should be 
considered’ in determining the value 
of the property upon which the own- 
er has a right to make a fair return.” 
(Italics my own.) 

The very contention of the com- 
pany in all of its testimony is that it 
is not earning money but, as a matter 
of fact, losing money. The testimony 
indicates an estimated loss for 1939 
of $170,719.69, according to the com- 
pany’s own witness. 

When a patron of water, gas, or 
electric or telephone utility procures 
service he does it ordinarily by sign- 
ing a contract. The utility then pro- 
ceeds to lay mains or builds its wires 
to his house in order to serve him. 
This being done the service is avail- 
able at all times and at least for a defi- 
nite period of time is contracted for 
by the patrons and ordinarily is used 
in perpetuity. It is like Tennyson’s 
brook,—it “goes on and on forever.” 
Nothing like that gives going concern 
to any mass transportation system 
because the unfettered prospect may 
walk, ride a bicycle, thumb a ride 
or drive his automobile, and in no 
sense is he obligated to use the serv- 
ice. It is, therefore, my conclusion 
that based upon the court decision cit- 
ed above, which has been approved 
many times, that no going concern 
value should be allowed in the face 
of the fact that the company is and 
will continue to lose money according 
to its own presentation if it continues 
on the basis as is. 

Working Capital 

Available cash with which to meet 
current requirements is essential to 
the conduct of any public utility. A 
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water company, gas, electric, or tele- 
phone company usually collects at 
monthly intervals after the service has 
been rendered. The reverse, how- 
ever, is true as to street car compa- 
nies. Here the patron pays for the 
service before he rides the cars or 
busses and in most instances buys to- 
kens for advance rides. It is notable, 
also, that many thousands of tokens 
are lost or never used. In view of 
these facts, the amount of cash neces- 
sary as working capital can be re- 
duced to a nominal amount and some- 
thing like $20,000 in lieu of the $93,- 
592 allowed for this item by the ma- 
jority. 
Overheads 


None of the items listed as over- 
heads which amount to 10 per cent of 
the figure set as the physical value of 
the properties of the company are es- 
tablished by any documentary evi- 
dence whatsoever and are but esti- 
mates of some expenses no doubt long 
since absorbed by charges to operat- 
ing expenses. There is small reason 
why $1,000,000 or more should be 
added to a rate base and become a 
burden placed upon future patrons of 
a system which will inevitably super- 
sede the present uneconomic system 
of mass transportation. 


FARES 
Digest of Mass Transportation (City) Fares 
United States and Canada 
Lowest Token Fares 
All cities above a population of 64,000— 

137 cities 

No. Cities 
31 


Per cent 
23.43 
5.00 
15.13 
2.09 
11.55 
19.00 
24.08 
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In addition to above there is one 
city: Worcester, Massachusetts, 
whose lowest adult fare is 10 cents. 
An indefinite number of cities have 
weekly and holiday special fares. The 
average weighted adult fare in the 
United States and Canada is 5.9 cents. 
New York and several large cities 
have a 5-cent fare. Weekly and holi- 
day passes contribute to substantiate 
the 5.9-cents average cited. 


Is Omaha a Difficult City to Serve? 


Question by Good: 

Q. Would you think that Omaha 
is an extraordinary city and should 
have a higher fare than the average 
adult fare in the United States? 

Answer by Mr. Nicholson: 

A. I would say it is a very difficult 
city to operate in—the severe winters, 
ice and snow, and the hills. 

Question by Kennedy: 

Q. In short is Omaha one of the 
most difficult cities conceivable in 
which to operate a street car system? 

A. In my opinion it is. 

It is further testified to that Oma- 
ha is about 34 miles wide and 11 
miles long, hence very difficult to 
serve. It is notable that many large 
cities are builded paralelling rivers or 
lakes. This tends to prevent sprawl- 
ing of the cities’ development, they 
cannot sprawl over a river or lake. 
The testimony that grades are extraor- 
dinary in Omaha is evidence that 
other cities, some with lower fares, 
have much heavier grades for mass 
transportation to negotiate. The cli- 
matic rigors of Omaha are notably 
temperate, as compared with Edmon- 
ton, Alberta, with a 5-cent fare, Que- 
bec with a 64-cent fare, Calgary and 
Duluth each with a 7}-cent fare. Ice 
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and snow are not unknown to the 
dwellers thereabout. The city of New 
York, bounded on both sides by wa- 
ter, is approximately 20 miles long by 
2 miles in width, yet the transporta- 
tion fare is 5 cents. 


Officers’ Salaries 


Exhibit D-13 indicates officers’ sa- 
laries for a 20-year period, i. e., 1919- 
1938. For the period officers’ salar- 
ies, for the average per revenue pas- 
senger is given as .00089, and for 
1938 as .00128. During the 20-year 
period the average of revenue passen- 
gers carried was 40,110,365. During 
1938 the number of revenue passen- 
gers carried was 25,025,454. An an- 
alysis of these statistics indicates that 
from the period (20-year) average 
revenue passengers, the passengers 
carried for the year 1938 was reduced 
37.6 per cent and amount paid over 
same period for officers’ salaries was 
increased 43.8 per cent. I note that 
although the amount of officers’ sala- 
ries estimated on each passenger car- 
ried appears to be negligible yet it is 
axiomatic that anything multiplied by 
25,000,000 or 40,000,000 grows to an 
imposing figure. 


Summary 


It appears to be a matter of gener- 


al knowledge, that for many obvious 
reasons street railway systems are be- 
ing rapidly superseded by motor bus 
operation. The inventory of the com- 
pany, supplemented with the majority 
finding of this Commission, indicates 
an attained fair value easily twice as 
much an investment as would be neces- 
sitated if an 100 per cent modern bus 
system might be inaugurated. How- 
ever, despite such evidence as could 
be presented, as competent proof of 
this allegation, the fact remains that 
the application did not ask the Com- 
mission to order such substitution, 
but the Commission should give due 
and warranted weight in its find- 
ings of value to the items of bus 
operation as it relates to civic wel- 
fare such as economy of operation, 
safety and comfort of passengers, 
speedier transportation, and clear- 
ance of city streets of rails and trol- 
ley system. These items, also mar- 
ket and assessed value, appear to 
have been quite ignored in the over 
ten million of antiquated value as now 
established. This largely neutralizes 
an immediate lowering of the exist- 
ing high fare of 84 cents. 

For these reasons held by me to be 
substantial, I hereby dissent from the 
findings and order of the majority of 
this Commission. 
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UNITED STATES CIRCUIT COURT OF APPEALS, SECOND CIRCUIT 


Benjamin E. Tilton, Trustee, New York 
State Railways 


v 


Model Taxi Corporation et al. 


[No. 325.] 
(112 F(2d) 86.) 


Bankruptcy — Suits by receivers — Courts. 


1. The rule that a suit in equity brought by a receiver may be deemed an } 
appendage of the general receivership cause and so within the jurisdiction 7 


of the court that appointed the receiver does not apply to suits brought by F 
trustees appointed under the former bankruptcy law, and such suits may be 7 
brought by the trustees only in courts where the bankrupt might have § 


brought them if bankruptcy had not intervened, p. 292. 
Courts, § 15 — Injunction — Trustees — Bankruptcy. 


2. The district court had jurisdiction to decide the issues in a suit brought § 


by the trustees of a bankrupt street railway and bus company to enjoin 3 


defendants from operating motor vehicles in competition, where the de- 
fendant consented to be sued in that court, p. 292. 


Public utilities, § 102 — Taxicabs — Status — Competition. 


3. Taxicabs carrying passengers for hire, at a charge of 35 cents for one 7] 
to four passengers anywhere in old city limits and 50 cents for one to four 7 


passengers anywhere in new city limits, without a certificate or local con- Fj 


sent constituted common-carrier operation in violation of a statute regulat- 
ing vehicles carrying passengers at a rate of 15 cents or less per passenger © 
within the limits of a city and vehicles carrying passengers in competition 7 
with another common carrier which is required by law to obtain local con- f 


sent to operate over the streets, p. 293. 

Monopoly and competition, § 23 — Protection against competition — Franchise 

rights. 
4. A common carrier who has a franchise to operate cars or busses and 
who does so in submission to the regulations laid down by law is entitled to 
protection against competition at the hands of other common carriers who 
operate in defiance of the applicable regulations, regardless of whether the 
franchise is exclusive or not, p. 293. 
[May 20, 1940.] 


Fone from judgment for plaintiff in suit by trustees of 
bankrupt railway to enjoin taxicabs from operating in 
competition therewith; affirmed. 


¥ 
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APPEARANCES: Saul Kauffman, of H. Michell and Charles E. Spencer, §] * 


Syracuse, N. Y., for appellants; Willis both of Syracuse, N.Y., for appellee. § P 
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TILTON v. MODEL TAXI CORPORATION 


Before Swan, Chase, and Patter- 
son, Circuit Judges. 


Patterson, C. J.: New York 
State Railways owned and operated 
street railway properties and bus lines 
in Syracuse, New York, as well as 
in other cities. A proceeding was 
brought in the district court for reor- 
ganization under former § 77B of the 
Bankruptcy Act, 11 USCA § 207, and 
the plaintiff was appointed trustee. 
He continued operation of the proper- 
ties. He commenced this suit in April 
1938 in the district court, alleging that 
the defendants were operating motor 
vehicles for carrying passengers for 
hire in the streets of Syracuse, in vio- 
lation of law and in competition with 
him as a common carrier, to his irrep- 
arable injury; and he prayed for an 
injunction. The defendants in their 
answers admitted the jurisdiction of 
the court, and the issues were tried on 
the merits. The court made findings 
and conclusions in favor of the plain- 
tiff and granted judgment enjoining 
the defendants as prayed for. 

The car and bus lines operated by 
the plaintiff are operated under fran- 
chises and consents from the city of 
Syracuse and under certificates of con- 
venience and necessity from the New 
York Public Service Commission. The 
lines provide adequate service for all 
parts of the city. The fare is 10 cents 
in cash, or six rides for 45 cents by use 
of tokens. The defendants operate 


| what they call a taxicab business. 
| Their automobiles carry four persons 
] in addition to the driver. They carry 
| passengers for hire in the city streets, 


at a charge of 35 cents for one to four 


j passengers anywhere in the old city 


limits, and 50 cents for one to four 
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passengers anywhere in the new city 
limits. Their automobiles are kept at 
stands and stations. They receive 
passengers at the stands or stations; 
they also respond to telephone calls and 
take passengers to any address given. 
They do not operate on fixed routes. 
They have no franchise or consent 
from the city and no certificate of con- 
venience and necessity from the Public 
Service Commission. 

The plaintiff based his claim on §§ 
65 and 66 of the New York Transpor- 
tation Corporations Law, Consol. 
Laws, Chap. 63. 

“8 65. Additional persons and cor- 
porations subject to the public service 
Commission Law. Any person or cor- 
poration owning or operating a stage, 
omnibus line, or motor vehicle line or 
route or vehicles described in the next 
succeeding section of this article whol- 
ly or partly upon and along any 
street, avenue, or public place in any 
city shall be deemed to be a ‘common 
carrier’ as that term is used in the 
Public Service Commission Law, and 
shall be required to obtain a certificate 
of convenience and necessity for the 
operation of the route or vehicles pro- 
posed to be operated, and shall be sub- 
ject to all the provisions of such law 
applicable to common carriers. 

“$ 66. Consent required. No stage, 
omnibus line, stage route, motor vehi- 
cle line or route, nor any vehicle . 
carrying passengers at a rate of fare 
of 15 cents or less for each passenger 
within the limits of a city or in compe- 
tition with another common carrier 
which is required by law to obtain the 
consent of the local authorities .. . 
to operate over the streets thereof shall 
be operated wholly or partly upon or 
along any street, avenue or public 
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place in any city, nor shall a certificate 
of public convenience and necessity be 
issued therefor, until the owner or 
owners thereof shall have procured, 
after public notice and a hearing, the 
consent of the local authorities of such 
city, as defined by the railroad law, to 
such operation, upon such terms and 
conditions as said local authorities 
may prescribe. = 

The trial court found that the de- 
fendants were in competition with the 
plaintiff for the carriage of passengers 
in the streets of Syracuse. He also 
found that the defendants, in taking 
from one to four passengers for a fare 
of 35 cents or of 50 cents, were carry- 
ing passengers at a rate of fare of 
less than 15 cents for each passenger. 
And he found that the defendants 
were causing serious and irreparable 
loss to the business conducted by the 
plaintiff. 

[1, 2] The jurisdiction of the dis- 
trict court to entertain the suit has en- 
gaged our attention, although neither 
side has raised the point. In the com- 
plaint jurisdiction was placed on the 
ground that the action was ancillary to 
the reorganization proceeding under 
§ 77B of the Bankruptcy Act, supra. 
The plaintiff evidently had in mind the 
rule as to suits brought by receivers in 
equity, that a suit brought by a re- 
ceiver may be deemed an appendage of 
the general receivership cause and so 
within the jurisdiction of the court 
that appointed the receiver. White v. 
Ewing (1895) 159 US 36, 40 L ed 
67, 15 S Ct 1018; Blair v. Chicago 
(1906) 201 US 400, 50 L ed 801, 26 
S Ct 427. That rule does not apply 
to suits brought by trustees appointed 
under former § 77B. Under that sec- 
tion the jurisdiction of the district 
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court was declared in subsection o to 
be the same as in ordinary bankruptcy 
proceedings; and with ordinary bank- 
ruptcy proceedings it was and still is 
the law, as provided by § 23, subd. b, 
of the act, 11 USCA § 46, subd. b, 
that suits may be brought by the 
trustee only in the courts where the 
bankrupt might have brought them if 
bankruptcy had not intervened, except 
as the defendant may consent to the 
jurisdiction and except for suits 
brought under §§ 60, 67, and 70 of 
the act, 11 USCA §§ 96, 107, 110. 
Here the railway company could not 
have maintained suit against the de- 
fendants in the district court, there 
being no diversity of citizenship. But 
§ 23, subd. b, is to be taken as a grant 
of jurisdiction to the district court of 
suits brought by trustees in bankrupt- 
cy against adverse claimants, provided 
the defendants consent to be sued 
there. Schumacher v. Beeler (1934) 
293 US 367, 79 L ed 433, 55 S Ct 
230. In the present case the defend- 
ants did consent to be sued in the 
district court, by specific concession of 
the jurisdiction of the court to en- 
tertain the action. Accordingly the 
district court had jurisdiction to de- 
cide the issues. In Re Prima Co. 
(1938) 98 F(2d) 952; see also 
Thompson v. Terminal Shares (1939) 
104 F(2d) 1. In the Chandler Act 
(11 USCA § 502) it is provided that 
§ 23 of the Bankruptcy Act shall not 
be applicable to proceedings under 
Chap. X, and it may be that the district 
court would have jurisdiction of an 
action of the present sort brought by a 
trustee appointed under that chapter, 
even where the defendant did not con- 
sent. The Chandler Act did not take 
effect until after joinder of issue in 
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the present action, and we see no occa- 


sion to discuss whether the jurisdiction 


of the court has been broadened by the 


} later legislation. 


[3] On the merits, we agree with 


7 the district judge that the defendants’ 
7 conduct was in violation of §§ 65 and 
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held by the state courts. 


66 of the Transportation Corporations 
Law. Those sections regulate opera- 
tion of “vehicle[s] carrying passen- 
gers at a rate of fare of 15 cents or 
less for each passenger within the lim- 
its of a city”; they also regulate opera- 
tion of vehicles which carry passen- 
gers “in competition with another 
common carrier which is required by 
law to obtain the consent of the local 
authorities to operate over 
the streets.” That these are separate 
classifications fairly appears from the 
text of § 66 and has been repeatedly 
Public 
Service Commission v. Hurtgan 
(1915) 91 Misc 432, PUR1916A 
547, 154 NY Supp 897; United Trac- 


” 


] tion Co. v. Smith (1921) 115 Misc 
73, PUR1922A 643, 187 NY Supp 


377; People ex rel. Weatherwax v. 
Watt (1921) 115 Misc 120, 188 NY 
Supp 559, affirmed (1921) 197 App 
Div 929, 188 NY Supp 579; South 
Brooklyn R. Co. v. Schayes (1936) 
159 Misc 647, 287 NY Supp 932. The 
business conducted by the defendants 
came within each of the two classifica- 
tions. While they deny that their sys- 
tem of charging 35 cents in some cases 
and 50 cents in others for transporting 
from one to four passengers amounted 
to a rate of fare of less than 15 cents 
a passenger, we think it evident that a 
charge of less than 15 cents a pas- 
senger was in fact made as often as the 
defendants carried more than two per- 
sons for a joint fare of 35 cents or 


293 


more than three for a_ joint 
fare of 50 cents. It is also plain 
that the defendants were operating 
in competition with the plaintiff, 
another common carrier, who, in 
the words of the act, “is required 
by law to obtain the consent of the 
local authorities to operate 
over the streets thereof.” The trial 
court found that such competition was 
prevalent, and there was ample evi- 
dence to support the finding. An offi- 
cer of one of the defendants admitted 
as much when he testified that as the 
number of busses operated by the 
plaintiff increased, the defendants’ 
cabs got less business. The provisions 
of the Transportation Corporations 
Law required that consent of the local 
authorities and a certificate of con- 
venience and necessity be obtained, and 
concededly the defendants had neither. 


[4] The case then is one where the 
plaintiff was operating street railways 
and busses under franchises of the 
local authorities and certificates of the 
state Commission, while the defendants 
were operating motor vehicles as com- 
mon carriers without compliance with 
the statutory requirement as to obtain- 
ing consents and certificates, in com- 
petition with the plaintiff and to the 
plaintiff’s injury. Without such con- 
sents and certificates the defendants 
are unlawfully on the streets. A com- 
mon carrier who has a franchise to 
operate cars or busses and who con- 
ducts his business in submission to the 
regulations laid down by law is en- 
titled to protection against competi- 
tion at the hands of other common 
carriers who operate in defiance of the 
applicable regulations. It makes no 
difference whether the franchises op- 
erated by the plaintiff were exclusive 


34 PUR(NS) 





UNITED STATES CIRCUIT COURT OF APPEALS 


or not. Brooklyn City R. Co. v. 
Whalen (1920) 191 App Div 737, 
182 NY Supp 283, affirmed (1920) 
229 NY 570, 128 NE 215; People’s 
Transit Co. v. Henshaw (1927) 20 
F(2d) 87; Adam v. New York Trust 
Co. (1930) 37 F (2d) 826; Wichita 
Transp. Co. v. People’s Taxicab Co. 
(1934) 140 Kan 40, 34 P(2d) 550, 
94 ALR 771; New York, N. H. & H. 
R. Co. v. Deister (1925) 253 Mass 


178, 148 NE 590; Memphis Street R. 
Co. v. Rapid Transit Co. (1915) 133 
Tenn 99, PURI1916A 834, 179 Sw 
635, LRA1916B 1143, Ann Cas 
1917C 1045; Puget Sound Traction, 
Light & P. Co. v. Grassmeyer, 102 
Wash 482, 173 Pac 504, LRA1918F 
469. The injury to the plaintiff was 
manifest, and the trial court did not 
err in granting an injunction. 
Judgment affirmed. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Columbia Gas & Electric Corporation 


[File No. 70-4, Release No. 2136.] 


Intercorporate relations, § 19 — Intercompany loans — Subsidiary transit com- 
pany — Acquisition of notes. : 
No adverse findings were made as to the acquisition by a registered holding © 
company of income demand notes of a subsidiary street railway and bus | 
company for cash at face amount, although the subsidiary had shown a | 
substantial operating loss and was clearly in need of financial reorganiza- § 
tion, where there was an immediate need of funds to enable the subsidiary 7 
to meet interest and sinking-fund requirements, to pay contractual ob- / 
ligations previously incurred, and to further its rehabilitation program, it 
appearing further that disapproval of the acquisition would probably result 
in financial embarrassment and possible legal consequences for both com- f 
panies, with resulting detriment to the public relying on the subsidiary for 7 
transportation. 


cCcoez oo SB f® 4H SIMA wo 


[June 25, 1940.] 


Paging by registered holding company, under § 10 of 

the Holding Company Act, 51 USCA § 79), for approval 

of acquisition of income demand notes of a subsidiary; applica- 
tion granted subject to terms and conditions. 


¥ 


half of the Cincinnati, Newport and 
Covington Railway Company, solely 


APPEARANCES: W. R. Mowlin of 
the Public Utilities Division of the 


Commission; Cravath, de Gersdorff, 
Swaine, and Wood, by A. I. Hender- 
son, for Columbia Gas & Electric Cor- 
poration; Floyd C. Williams, on be- 
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for the purpose of oral argument be- 
fore the Commission; Carl H. Ebert, 
on behalf of the municipality of Cov- 
ington, Kentucky, solely for the pur- 
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pose of oral argument before the 
Commission; Stanley Chrisman, on 
behalf of the Municipality of New- 
port, Kentucky, solely for the pur- 
pose of oral argument before the 
Commission. 


By the Commission: Columbia 
Gas & Electric Corporation (“Colum- 
bia”), a registered holding company 
and subsidiary of the United Corpora- 
tion, a registered holding company, 
has filed an application pursuant to 
§ 10 of the Public Utility Holding 
Company Act of 1935, 15 USCA § 
79; for approval of the acquisition of 
$509,805.79 aggregate principal 
amount of 6 per cent income demand 
notes of the Cincinnati, Newport, and 
Covington Railway Company (“Rail- 
way”), a subsidiary of Columbia Gas 
& Electric Corporation. The notes are 
to be acquired at various periods dur- 


ing the year 1940 for cash at their 
face amount. Payment thereon can be 
demanded only after maturity or total 
redemption of Railway’s first and re- 
funding mortgage bonds or after pro- 
vision has been made for the payment 
or for acquisition by Columbia of such 


bonds. Note interest is noncumula- 
tive and payable only if earned. 


The purpose of the acquisition is to 
provide Railway with funds to meet 
interest and sinking-fund require- 
ments on its bonds during 1940, to pay 
the balance of contractual obligations 
incurred in 1939 in connection with 
the acquisition of two bus companies, 
to purchase the assets of two other bus 
companies, to modernize its transpor- 
tation facilities, and to reimburse its 
treasury for expenditures heretofore 
made. 

_ A public hearing on the application 
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was held after appropriate notice. 
The Commission, having examined the 
record and heard oral argument upon 
this matter, now makes the following 
findings : 

The business of Columbia Gas & 
Electric Corporation, a Delaware cor- 
poration, consists chiefly of holding 
and owning stocks and obligations of 
subsidiary companies engaged in the 
public utility and other related busi- 
ness. As of December 31, 1939, Co- 
lumbia held 96.6 per cent of Railway’s 
capital stock and $787,080 of its 6 
per cent income demand notes. 

Railway, a Kentucky corporation, is 
engaged solely in the transportation 
business, consisting of the operation of 
electric street cars, trolley and gaso- 
line busses in and around Covington, 
Kentucky, and 11 adjacent Kentucky, 
communities, and to and from Cin- 
cinnati, Ohio. In 1939, Railway car- 
ried 25,101,000 revenue passengers as 
follows: 13,429,000 by street cars, 
5,020,000 by busses, and 6,652,000 by 
trolley coaches. Its operations are 
conducted in territories served by elec- 
tric and gas utility companies in the 
Columbia system, namely, the Union 
Light, Heat and Power Company and 
Cincinnati Gas & Electric Com- 
pany. 

For several years past Railway has 
shown a substantial operating deficit. 
In an effort to reduce the deficit and 
improve transportation service, Rail- 
way has been engaged, since 1936, in a 
modernization and expansion program 
involving the improvement and con- 
version of its railway facilities into 
gasoline and trolley busses and the ac- 
quisition of certain bus lines operating 
in and around its transportation area. 
The capital stocks of two of the bus 
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companies, viz., Black Diamond 
Stages, Inc. (“Black Diamond’) and 
Dixie Traction Company (“Dixie”), 
were acquired in 1939 and a partial 
payment made upon the purchase 
price. It now proposes to advance to 
Dixie the funds necessary to acquire 
the assets of two other bus companies, 
viz., Cold Springs Bus Company 
(“Cold Springs”) and Alexandria 
Bus Company (“Alexandria”). 

In this connection, Railway applied 
to and received authority from the In- 
terstate Commerce Commission in 
1939 and 1940 to issue a specific 
amount of serial equipment obiigations 
to nonaffiliated interests and to borrow 
from Columbia amounts aggregating 
$1,322,000 against 6 per cent income 
demand notes. Columbia acquired 
$795,829.24 principal amount of the 
notes to January 31, 1940, and now 
seeks approval of the acquisition of 
an additional $509,805.79, which rep- 
resents substantially the remainder of 
the authorization. 

The use of the proceeds of the total 
authorization by the Interstate Com- 


Ist & Ref. 6% Bonds, 1947 

Purchase money warrants (less current ma- 
turities) 

6% Income demand notes 

Common stock, 10,000 shares, $50 par 

Special capital surplus 

Surplus earned since Dec. 31, 1937 


( ) Red figure—deduct. 


$3,380,000 


is briefly summarized in the following 
tabulation: 

Total Amounts 
Amounts Proposed 
Author- to Be 

ized Acquired 

$38,500 $6,750 


219,500 88,500 


Use of Proceeds 
Stock and debt of Black 
Diamond Stages 
Stock and debt of Dixie 
Traction and Garage .. 
Purchase of Cold Springs 
and Alexandria Bus 
Lines 
Improvements, altera- 
tions, and new busses 
Payment of loan account 
owing Columbia 
Interest and sinking-fund 
payments 


25,000 
174,000 
330,0002 
535,000 257,900 
$1,322,000 $509,806 


25,000 
131,656 





The estimated total expense of 
$6,000 to be incurred in connection 
with the proposed acquisition consists 
of $3,000 for legal expense and $3,000 
for service company charges. Except 
for a portion of the legal fees which 
will be paid by Railway, the total ex- 
pense is to be paid by Columbia. 


Railway’s capitalization and sur- 
plus, as of December 31, 1939, both 
before and after giving effect to the 
proposed financing, is as follows: 


After Financing * 
Amount Per cent Amount Per cent 


72.92 $3,360,000 


3.22 149,447 
16.98 
10.79 
7.66 
(11.57) 


Before Financing 


355,099 
(536,046) 





$4,635,580 





100.00 $4,887,486 100.00 


* Giving effect to the proposed sinking fund and bond interest payments due July 1, 1940. 


merce Commission, including the re- 
mainder now proposed to be acquired, 


The classified property account of 
Railway and its other assets were re- 





1 The issue and sale by Railway is exempt 
from the provisions of the act by this Com- 
mission’s Rules U-3D-5 and U-3D-8. The 
acquisition by Columbia in 1939 was exempt 
by this Commission’s Rule U-9C-3 (14). 
However, under the revised Rule, effective 
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January 20, 1940, the exemption previously 
afforded is no longer available. 

2Of these accounts, $270,900 represents 
funds advanced for the payment of interest 
and sinking-fund requirements. 
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ported as at December 31, 1939, as fol- 
lows: 


$162,194 
391,420 
8,724 
782,114 
3,734,290 


$5,078,742 


Automobiles, busses, and trucks .. 
Trolley coaches 

Garage equipment 

Land and buildings 

Other property 


Total property 
Retirement reserves 


Net property account 
Construction work in progress ... 
Other assets: 

Investments in subsidiaries .... 
Investments 


224,658 
5 


Total fixed assets and invest- 
$4,691,639 
According to the record, bus and 
trolley coach property are carried at 
cost and land and buildings at ap- 
praised values as at 1934, plus actual 
subsequent additions. Other proper- 
ty, amounting to $3,734,290, includes 
electric trolley cars, tracks, trolleys, 


Electric Railway: 
Gross revenue 
Total operating expense 


Net operating income 


Gasoline Bus: 
Gross revenue 
Total operating expense 


Net operating income 


Trolley Coach: 
Gross revenue 
Total operating expense 


Net operating income 


Total net operating income 
( )—Loss. 


and traction equipment. Railway al- 
leges that it has no record of the 
original cost of this property or of the 
amount of abandoned property or in- 
tangibles included therein. 
cials of Columbia state that a large 
part of the equipment would have a 
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$1,040,939 


($176,133) 


$27,402 


$38,611 


($110,119) 


The offi- | 


salvage value less than the cost of 
dismantling; that trolley cars would 
have no value except as scrap material, 
and that it had made various efforts 
for a number of years to obtain a buy- 
er for the properties as a going con- 
cern and has not been able to sell at any 
price, even on the basis that it would 
pay Railway’s bonds. Consequently, 
as of December 31, 1937, Columbia 
reduced its investment in Railway’s 
stock, carried at $5,670,879 to $1 by 
charging the reduction to a reserve 
created by a charge to Special Capital 
Surplus, thereby recognizing that in 
the opinion of its directors and offi- 
cers its investments at that date in 
such property did not have any value. 

Railway’s departmental earnings are 
summarized for the years 1937 to 
1939, as follows: 


Year Ended December 31 
1938 


$913,974 
1,040,356 


($126,381) 


1939 


$797,733 
898,114 


($100,382) 


1937 
1,219,072 


$298,305 
290,757 


$7,547 


$296,511 
269,108 


$215,608 
222,916 


($7,308) 


$162,420 
123,809 


$335,712 
271,138 


$64,574 
($69,116) 


$359,912 
305,219 


$54,693 
($38,142) 


It is not possible to measure accu- 
rately the effect of the partial modern- 
ization program and acquisition of 
Dixie and Black Diamond upon Rail- 
way’s expense. However, as indi- 
cated in the above tabulation, gasoline 
and trolley bus operations have in- 
34 PUR(NS) 
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creased and are operated at a profit 
per books, and electric railway oper- 
ating deficits have been substantially 
reduced. 

The record indicates that an addi- 
tional $911,000 will be needed to com- 
plete the modernization program by 
the end of the year 1943. Of this 
amount, $300,000 is expected to be 
obtained from Columbia and the bal- 
ance financed by equipment trust ob- 
ligations. 

The officers of Railway estimate 
that substantial improvement in ag- 
gregate net operating income will re- 
sult during and upon completion of the 
general program, as shown in the 
following tabulation : 


Gross revenue 
Total expenses 


and certain subsequent events, it is ob- 
ligated to see to the payment of prin- 
cipal and interest of Railway’s bonds 
and has established a reserve equal to 
the principal amount of the bonds, (2) 
it has also provided a reserve against 
its investment in that portion of Rail- 
way’s notes that have been acquired 
for interest and sinking-fund ad- 
vances, and (3) the completion of the 
modernization program would place 
Columbia in a better position to dis- 
pose of its interest in Railway, if such 
should be required, and enable it to 
regain at least some of its investment. 

Obviously, Railway is in an unsound 
financial condition and unable to meet 
its obligations or efficiently perform its 


1940 1941 1942 1943 
$1,653,000 
1,625,000 


$1,680,000 $1,767,000  — $1,787,000 


1,594,000 1,606,000 1,573,000 





Net operating income 

The estimated increase in total 
gross revenue for the above four years 
is mainly attributable to the substitu- 
tion of an increased bus fare for trol- 
ley fare presently in effect on certain 
routes from Cincinnati to Kentucky 
and to the inclusion of gross revenues 
of Black Diamond Stages and the 
Dixie Traction Company ; some econo- 
mies are expected to result from the 
conversion of Railway to bus opera- 
tions. 

While the realization of the esti- 
mated earnings should enable Railway 
to meet its interest and sinking-fund 
requirements in 1943, yet it appears 
that in excess of $300,000 will proba- 
bly be required for such charges in 
the intervening years. 

In justification of the acquisition, 
Columbia, in effect, represents that (1) 
as a result of an agreement entered in- 
to in 1907 by a predecessor company 


$28,000 


$86,000 $161,000 $214,000 
functions as a transportation company 
without material financial assistance. 
Under ordinary circumstances, we 
could not permit Columbia to acquire 
indebtedness of a company which has 
shown a substantial operating loss in 
each of the past several years and 
which is clearly in need of a financial 
reorganization. In this case, however, 
the record indicates that there is an im- 
mediate need of the funds here in- 
volved to enable Railway to meet in- 
terest and sinking-fund requirements, 
to pay contractual obligations hereto- 
fore incurred and further its rehabili- 
tation program. Furthermore, disap- 
proval of the acquisition would proba- 
bly result in financial embarrassment 
and possible legal consequences involv- 
ing both Railway and Columbia with 
resultant detriment to the public re- 
lying on Railway for transportation. 

In view of these circumstances, the 
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anticipated improvement in the earn- 
ings of Railway, and Columbia’s rep- 
resentation concerning its obligation 
with respect to Railway’s bonds, the 
Commission has concluded that ad- 
verse findings should not be made. 
However, it seems appropriate to point 
out that the present extenuating cir- 
cumstances may not be found to be a 
justification for any future acquisition 
by Columbia of Railway’s securities 
unless the companies concerned here- 
with in the meantime take steps look- 
ing toward the solution of the present 
confused and objectionable situation. 

An appropriate order will issue ap- 
proving the acquisition, subject, how- 
ever, to the following terms and con- 
ditions : 

(1) That the acquisition of such se- 
curities shall be effected in accordance 
with the terms and conditions set forth 
in, and for the purposes represented 
by, said amended application ; and 

(2) That within ten days after the 
acquisition of the aforesaid securities, 
the applicant shall file with this Com- 
mission a certificate of notification 
showing that such acquisition has been 


effected in accordance with the terms 
and conditions of, and for the pur- 
poses represented by, said amended ap- 
plication ; and 

(3) That the approval of the ac- 
quisition shall immediately terminate 
without further order of this Com- 
mission if the express authorization of 
the issue and sale of the aforesaid se- 
curities by the Interstate Commerce 
Commission shall be revoked or other- 
wise terminated ; and 

(4) That when all expenses, in- 
curred in connection with the acquisi- 
tion of the securities and the prepara- 
tion and prosecution of the application 
concerned with the present transac- 
tions, shall be actually paid, Columbia 
shall file a detailed statement of such 
expenses showing the names of per- 
sons or entities to whom such payments 
were made, the amounts of such pay- 
ments, the accounts charged and a de- 
tailed description of the services ren- 
dered for which such payments were 
made. 

By the Commission, Commissioner 
Henderson being absent and not par- 
ticipating herein. 





SECURITIES AND EXCHANGE COMMISSION 


Re Washington Railway & Electric 
Company 


[File No. 70-69, Release No. 2142.] 


Security issues, § 1 — Guaranty as constituting. 


1. The guaranty of a security is itself a security within the definition set 
forth in § 2(a) (16) of the Holding Company Act, 15 USCA § 79b (a) 


(16), p. 304. 
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Security issues, § 132 — Procedure — Exemption claim under Holding Company 
Act — Approved declaration. 


2. The Securities and Exchange Commission, if it finds that proposed se- 
curities satisfy the requirements of § 7 of the Holding Company Act, 15 
USCA § 79g, need not decide whether the declarant is entitled to an ex- 
emption of the securities under § 6(b), 15 USCA § 79(f) (b), where a 
registered holding company has filed an application pursuant to § 6(b) 
and asks in the alternative for approval of the declaration, p. 305. 


isiihinkieny LacieeatiemeeR iene % 


Security issues, § 51 — Approval of declaration — Holding Company Act — 
Guaranties. 


3. Securities sought to be issued by a registered holding company, which 
are guaranties of the securities of another company, qualify under § 7(c) 
(1) (C) of the Holding Company Act, 15 USCA § 79g (c) (1) (C), 
and, in the absence of adverse findings under § 7(d) of the act, when no 
state Commission informs the Commission that any state laws applicable 
to the issuance have not been complied with, a declaration as to such se- 
curities may be permitted to become effective subject to appropriate condi- 
tions, p. 305. 





(Heaty, Commissioner, concurs.) 


[June 27, 1940.] 


F ippinecann for exemption of securities in the nature of 
guaranties of securities of another company under § 6(b) 
of the Holding Company Act, supra, or, in the alternative, for 


approval of a declaration pursuant to § 7 of the act, supra, 
regarding the guaranty of an assumption of mortgage bonds 
by subsidiary; declaration permitted to become effective subject 
to conditions. 





ap airka vai Lh EB GRE, I ADEA FAP on OSLER ME 
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§ 79f (b) (“the act”) for exemp- 
tion from the requirements of § 6 


APPEARANCES: Ralph C. Binford, 
of the Public Utilities Division of the 


Commission; William K. Laws of 
Washington, D. C., and Richard G. 
Pettingill of New York, N. Y., for 
Washington Railway and Electric 
Company. 


By the Commission: Washington 
Railway and Electric Company 
(“Washington’’), a subsidiary of The 
North American Company, both reg- 
istered holding companies, has filed a 
proposal which it states may be re- 
garded as an application pursuant to 
§ 6 (b) of the Public Utility Hold- 
ing Company Act of 1935, 15 USCA 
34 PUR(NS) 


(a) of the act, or, in the alternative 
as a declaration pursuant to § 7 of 
the act, 15 USCA § 79g, regarding 
the guaranty by it of an assumption 
by its subsidiary Capital Transit Com- 
pany’ (“Capital”) of certain first 
mortgage bonds in the maximum ag- 
gregate principal amount of $3,- 
439,000. 

Public hearing on this application, 
or declaration, was duly held after ap- 





1 Capital, a nonutility subsidiary of Wash- 
ington, is exempt under Rule U-3D-5 from 
the necessity of filing a declaration or appli- 
cation with this Commission in respect of the 
assumption proposed to be made by it. 
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propriate notice. Having examined 
the record, the Commission makes the 
findings hereinafter set forth. 


The Applicant and the Bonds Involved 


Washington was incorporated by 
act of Congress of the United States 
in 1892. Its sole business is that of a 
holding company and it is registered 
as a public utility holding company, 
but, as above noted, it is also a sub- 
sidiary of a registered holding com- 
pany, the North American Company. 
Washington’s public utility subsidia- 
ries are Potomac Electric Power Com- 
pany and Braddock Light & Power 
Company, Inc. Potomac Electric 
Power Company is an electric public 
utility company organized under the 
general laws of the United States re- 
lating to the District of Columbia and 
conducting by far the major portion 
of its business in that district, al- 
though doing some business in adja- 
cent areas in Maryland. Braddock 
Light & Power Company, Inc. (all of 
the stock of which is owned by the 
Washington and Rockville Railway 
Company of Montgomery county, an 
intermediate holding company, all of 
the stock of which is owned by Wash- 
ington) is engaged in the distribution 
and sale of electric energy within a 
small area in Virginia, contiguous to 
the District of Columbia. 

The nonutility subsidiaries of 
Washington are Great Falls Power 
Company, 66.68 per cent of the out- 
standing capital stock of which is 
owned directly or indirectly by Wash- 
ington, which holds title to approxi- 
mately 1,050 acres of land, including 
an undeveloped water-power site lo- 
cated at Great Falls on the Potomac 
river, and Capital Transit Company 


and the latter’s subsidiaries, Mont- 
gomery Bus Lines, Incorporated, and 
The Glen Echo Park Company. 

Washington owns 50 per cent of the 
capital stock of capital, which is car- 
ried upon the books of Washington, 
as of March 31, 1940, at $19,833,- 
738.19, representing the amount (aft- 
er reflection of certain subsequent 
transactions) at which the transpor- 
tation properties and other assets 
transferred to capital by Washington 
in 1933 had theretofore been carried 
on the latter’s books. 

Capital is engaged principally in 
furnishing street railway and motor 
bus transportation service in the Dis- 
trict of Columbia and to a lesser ex- 
tent in adjacent counties in Maryland. 
Montgomery Bus Lines, Incorpor- 
ated, operates busses in Montgomery 
county, Maryland, and to a limited 
extent in the District of Columbia. 
The Glen Echo Park Company oper- 
ates an amusement park leased from 
Capital, located in Montgomery coun- 
ty, Maryland. The operations of 
Washington and its subsidiaries are 
clearly not confined to the District 
of Columbia. 

In 1912, Washington acquired cer- 
tain street railway properties of the 
Anacostia and Potomac River Rail 
Road Company of Washington, D. C. 
(“Anacostia”). In 1926, it acquired 
certain street railway properties of 
City and Suburban Railway of Wash- 
ington (“Suburban”). These two 
corporations then ceased to function 
as such. At the time of each of these 
acquisitions there were outstanding 
certain bonds of Anacostia and of 
Suburban, respectively, which were 
secured by mortgages upon the prop- 
erties acquired by Washington. With 
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the exception of bonds in the present- 
ly outstanding aggregate principal 
amount of $455,000, these bonds 
were not assumed or guaranteed by 
Washington.® 

Washington continued the payment 
of interest upon the bonds in ques- 
tion to 1933, at which time the prop- 
erties involved were transferred by 
Washington to Capital which has 
been paying the interest upon the 
bonds since that date. 

The Anacostia bonds, which bear 
interest at the rate of 5 per cent per 
annum, exclusive of the $455,000 
principal amount above mentioned as 
already guaranteed by Washington, 
are presently outstanding in the prin- 
cipal amount of $2,097,000. These 
bonds mature April 1, 1949, and are 
noncallable. 


The Suburban bonds bear interest 
at the rate of 5 per cent per annum, 


are due in August, 1948, and are pres- 
ently outstanding in the principal 
amount of $1,342,000, exclusive of 
$334,000 principal amount thereof 
owned by Capital and proposed to be 
canceled as a part of the plan herein- 
after discussed. 


The Proposed Plan 


Washington and Capital now pro- 
pose the following plan in order to 
obtain a settlement of litigation insti- 
tuted by holders of the bonds se- 
cured by the Anacostia and Suburban 
mortgages and by the trustee for those 
bondholders against Washington and 
Capital for decrees establishing legal 
responsibility for payment of the 





2 Bonds to the amount indicated had been 
previously guaranteed by Washington in con- 
sideration of a right to use certain trackage 
of Anacostia. 
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bonds and to extend the liens to ad- 
ditional property: 

(1) Capital will assume the pay- 
ment of both principal and interest 
on such of the Anacostia and Subur- 
ban bonds above described as are de- 
posited with the trustee for amend- 
ment and modification in accordance 
with the plan, except the $334,000 
principal amount of Suburban bonds 
which are owned by Capital, which 
will be canceled, and except the $455,- 
000 of Anacostia bonds previously 
guaranteed by Washington, which 
guaranty was assumed by Capital at 
the time of its acquisition of the mort- 
gaged property from Washington. 

(2) Washington will guarantee 
this assumption by Capital. 

(3) The maturity dates of both 
bond issues will be extended to De- 
cember 1, 1951, to coincide with the 
maturity date of the Washington con- 
solidated bonds. 

(4) The interest rate on the bonds 
deposited under the plan will be re- 
duced from 5 per cent to 3$ per cent. 

(5) Interest payment dates on the 
Suburban bonds will be changed to 
April and October to coincide with 
the Anacostia bonds. 

(6) A new sinking fund of 14 per 
cent per annum of the total principal 
of assenting bonds will be established. 

(7) The bonds will be callable for 
the sinking fund at 105 until October 
1, 1948, and at par thereafter. The 
bonds will be callable for other pur- 
poses at similar prices except that the 
redemption price will be 1073 until 
April 1, 1942. 

(8) The underlying liens will be 
undisturbed. 

(9) The plan will become opera- 
tive as of April 1, 1940. 
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Conditions to Plan Becoming 
Effective 

The plan will become effective after 
June 21, 1940, if all provisions are 
met to the satisfaction of Capital and 
Washington, including the following: 

(1) 80 per cent of each group of 
bondholders must assent by October 
1, 1940. 


Funded Debt 


Washington Consolidated 4’s 1951 

Anacostia first mortgage (guaranteed by 
Washington, assumed by Capital) 

Suburban first mortgage (guaranteed 
Washington, assumed by Capital) 


Total debt 


5% Preferred stock 
Common stock 
Surplus 


* Assuming 100% deposit. 
** On basis of estimates of expenses. 


(2) Approval by the proper regu- 
latory bodies. 

(3) The four pending actions by 
the bondholders and the trustees must 
be dismissed. 

The plan may be abandoned at any 
time before it is declared effective. 
Other bondholders may come into the 
plan later by depositing their bonds 
and making cash payments to equalize 
their rights with those of earlier de- 
positors. 


Fees and Expenses 


If the plan becomes effective, Wash- 
ington will pay $20,000 and Capital 
will pay $40,000 to Baltimore Na- 
tional Bank, trustee for both bond is- 
sues, and Norman B. Frost, counsel 
to other suing bondholders, in pay- 
ment of fees and expenses incident to 
the present litigation. 

Washington expects to have addi- 
tional expenses of approximately $32,- 
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$7,572,950 
8,500,000 
6,500,000 
11,649,285 


$34,222,235 


000 in connection with the transac- 
tion, exclusive of expenses payable by 
Capital. 


Capitalization of Applicant 
The following table shows the capi- 
tal and surplus of Washington as of 
December 31, 1939, as per books and 
calculated on a pro forma basis: 


Per Books 
Amount Percent 


$7,117,950 20.8 
455,000 1.3 


Pro Forma 
Amount Per cent 


$7,117,950 18.9 
2,552,000* 68 
1,342,000* 36 


$11,011,950 29.3 
8,500,000 


22.6 

900, 17.3 
11,597,285** 

$37,609,235 


22.2 


24.8 
19.0 
34.0 


100.0 


30.8 
100.0 


The transaction, if 100 per cent ef- 
fective, will increase the amount of 
bonds for which Washington is ad- 
mittedly directly or indirectly liable 
by $3,439,000, or from 22.2 per cent 
of the total capitalization to 29.3 per 
cent. 

Earnings 

The condensed income accounts of 
Washington, upon a corporate and 
upon a consolidated basis, for the 
twelve months ended March 31, 1940, 
are shown below: 


Con- 
solidated 


$4,837,000 
798,000 
$4,038,000 


Corporate 
Gross income (divi- 
dends and interest) $3,848,000 
Interest and amortiza- 





Balance of income $3,716,000 
Dividend accrued on 
preferred of Potomac 
Electric Power Com- 


395,000 





Income carried to 


surplus $3,716,000 $3,643,000 
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If Capital should default on inter- 
est payments on the bonds it proposes 
to assume, the additional burden on 
Washington would be $129,000 per 
annum, or 3.5 per cent of current an- 
nual net income. 


Effects on Capital Transit Company 


A table of capital and surplus, as 
per books on December 31, 1939, is 
shown below: 


Per Books 


Funded Debt Amount % 


Capital Traction Company, 
first mortgage 5% bonds $5,472,500 12.7 

Anacostia first mortgage 
5% bonds 2,552,000 5.9 

Suburban first mortgage 
5% bonds 1,342,000 3.1 

Washington Consolidated 

mortgage 4% bonds (as- 
sumed ) 3,979,000 9.3 
1,402,319 3.3 


Total Funded Debt .. $14,747,819 34.3 
Common stock $24,000,000 55.8 
Capital surplus 1,752,269 4.1 
Earned surplus 2,497,459 58 


$42,997,547 100.0 


Completion of the transaction will 
not change the capitalization of cap- 
ital, as reflected on its books, since 
for accounting purposes it already 
treats the underlying bonds as liabili- 
ties. 


The consolidated income statement 
of Capital and its subsidiaries for the 
year ended December 31, 1939, is as 
follows: 

Per Books Pro Forma 


Total operating rev- 
enue $12,429,000 $12,429,000 


Operating 
9,758,000 9,758,000 


and taxes 
Depreciation 1,353,000 1,353,000 





Net operating rev- 
enue $1,318,000 $1,318,000 


— 33,000 33,000 





$1,351,000 $1,351,000 
735,000 692,000 
$659,000* 


Gross income 
Interest and amorti- 





Net income 


Times charges 
1.84 1,96* 


* Before provision for additional income 
taxes. 

Reduction in the rate of interest 
from 5 per cent to 32 per cent will 
save capital from $34,000 to $43,000 
per annum, depending upon the per- 
centage of bonds deposited, before al- 
lowing for increased income taxes, 
and will improve coverage of fixed 
charges. 


Authorization of Public Utilities 
Commission of the District of 
Columbia 


The Public Utilities Commission of 
the District of Columbia exercises 
jurisdiction over both Washington 
and Capital and has authorized the 
proposed assumption and guaranty. 


Conclusions 


Section 6 (b) of the act, supra, 
provides that, subject to such terms 
and conditions as it deems appropriate 
in the public interest or for the pro- 
tection of investors or consumers, the 
Commission shall exempt from the 
provisions of § 6 (a) the issue or sale 
of any security by any subsidiary of 
a registered holding company, if the 
issue and sale of such security are 
solely for the purpose of financing the 
business of such subsidiary company 
and have been expressly authorized 
by the state Commission of the state 
in which such subsidiary company is 
organized and doing business. 

[1] While Washington is a reg- 
istered holding company, it is also a 
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subsidiary of a registered holding 
company. The guaranty of a secu- 
rity is itself a security within the 
definition set forth in § 2 (a) (16) 
of the act, 15 USCA § 79b (a) (16). 
Under the act the District of Colum- 
bia is considered as a state. Wash- 
ington was organized pursuant to a 
special act of Congress, Congress ex- 
ercising the powers of a state legis- 
lative body in respect of the District 
of Columbia. 

[2] In the West Penn Power 
Company Case® the question of wheth- 
er a subsidiary of a registered hold- 
ing company is excluded from the ex- 
emption otherwise provided by § 6 
(b), supra, because of the fact that 
such subsidiary is also a registered 
holding company, was discussed in a 
separate opinion by Commissioner 
Healy. In the majority opinion in 
that case, the Commission stated that 
since it found the securities sought 
to be issued satisfied the requirements 
of § 7, supra, it was unnecessary for 
it to decide whether the declarant was 
entitled to the § 6 (b) exemption. A 
similar situation exists in the present 
case. Moreover, the question may be 
complicated by the fact that certain 
subsidiaries of Washington are incor- 
porated under the laws of Maryland 
and of Virginia and do the principal 
portion of their businesses in those 
states, even though by far the major 
portion of Washington’s operations, 
considered upon a consolidated basis, 
is within the District of Columbia. 
However, since we find that the guar- 


anty proposed to be made by Wash- 
ington meets the requirements of § 7, 
we consider further consideration of 
the § 6 (b) exemption question un- 
necessary. 

[3] Since the securities sought to 
be issued by Washington are guar- 
anties of the securities of another 
company, the same qualify under § 7 
(c) (1) (C). We find no occasion 
for an adverse finding in respect to 
any of the matters set forth in § 7 
(d),* nor has any state Commission 
or state securities commission having 
jurisdiction in the premises informed 
the Commission that any state laws 
applicable to the issuance have not 
been complied with. 

The declaration will be permitted to 
become effective, subject, however, to 
the following conditions which the 
Commission finds to be in the public 
interest and the interest of investors 
and consumers : 

(1) That, the proposed issue and 
sale be effected in all respects in ac- 
cordance with the terms and condi- 
tions of, and for the purposes repre- 
sented by the declaration filed here- 
in; 

(2) That, within ten days after the 
consummation of the transactions 
hereby authorized, Washington Rail- 
way and Electric Company shall file 
with this Commission a certificate of 
notification showing that said trans- 
actions have been effected in accord- 
ance with the terms and conditions of 
and for the purposes represented by 
said declaration; and 





8 Holding Pe a Act Release No. 2009, 
34 PUR(NS) 3 

#We do not Sheri to pass upon the 
wisdom of the proposed settlement nor the 
power or propriety of the contemplated dis- 
missal by the trustees as to the suits initiat- 


[20] 
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ed by them. We understand that the trus- 
tees have advised applicant that if the bond- 
holders’ consents are obtained, the trustees 
will apply to the court for permission to dis- 
continue the suits brought by them. 
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(3) That, when all expenses in- 
curred in connection with the issu- 
ance and sale of the securities and the 
preparation and prosecution of the 
declaration concerned with the present 
transaction shall be actually paid, 
Washington Railway and Electric 
Company shall file a detailed state- 
ment of such expenses showing the 
names of persons or entities to whom 
such payments were made, the 


amounts of such payments, the ac- 
counts charged, and a detailed de- 
scription of the services rendered for 
which such payments were made. 


By the Commission, Commissioner 
Henderson being absent and not par- 
ticipating. 


HEA.ty, Commissioner, concurring : 
In my opinion the applicant is ei- 
ther entitled to an exemption under 
§ 6 (b) or to have its declaration be- 
come effective under § 7. I have not 
attempted to decide which. It seems 
plain the declarant should be allowed 
to go ahead with the program. 


ORDER 


Washington Railway and Electric 
Company, a registered holding com- 
pany and a subsidiary of the North 
American Company, also a registered 
holding company, having filed a dec- 
laration pursuant to § 7 of the Pub- 
lic Utility Holding Company Act of 
1935, 15 USCA § 79g, regarding the 
guaranty by said Washington Rail- 
way and Electric Company of an as- 
sumption by its subsidiary, Capital 
Transit Company, of certain first 
mortgage bonds in the maximum ag- 
gregate principal amount of $3,439,- 
000, originally issued, in part, by the 
Anacostia and Potomac River Rail 
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Road Company of Washington, D. 
C., and, in part, by City and Suburban 
Railway of Washington, which bonds 
are secured by liens upon properties 
presently owned by said Capital 
Transit Company ; 

A public hearing having been held 
upon said declaration, after appropri- 
ate notice, and the Commission hav- 
ing considered the record and made 
its findings herein ; 

It is ordered that said declaration 
be, and the same is hereby permitted 
to become, effective forthwith, sub- 
ject, however, to the following con- 
ditions : 

(1) That, the proposed issue and 
sale be effected in all respects in ac- 
cordance with the terms and condi- 
tions of, and for the purposes repre- 
sented by, the declaration filed here- 
in; 

(2) That, within ten days after the 
consummation of the transactions 
hereby authorized, Washington Rail- 
way and Electric Company shall file 
with this Commission a certificate of 
notification showing that said trans- 
actions have been effected in accord- 
ance with the terms and conditions of 
and for the purposes represented by 
said declaration ; and 

(3) That, when all expenses in- 
curred in connection with the issu- 
ance and sale of the securities and the 
preparation and prosecution of the 
declaration concerned with the pres- 
ent transaction shall be actually paid, 
Washington Railway and Electric 
Company shall file a detailed state- 
ment of such expenses showing the 
names of persons or entities to whom 
such payments were made, the 
amounts of such payments, the ac- 
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counts charged, and a detailed de- By the Commission, Commissioner 
scription of the services rendered for Henderson being absent and not par- 
which such payments were made. ticipating. 
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Re Ogden Corporation 


[File No. 70-59, Release No. 2153.] 


Security issues, § 49 — Note for loan — Earnings factor. 
1. Consideration of the liquidation of a loan from an earnings standpoint 
is appropriate when a company proposes to issue a note for borrowed 
money with the intention of liquidating the loan from the proceeds of the 
sales of assets, p. 311. 

Security issues, § 107 — Interest rate on note. 
2. An interest rate of 24 per cent on notes issued for borrowed money 
repayable within three years was approved, p. 313. 

Security issues, § 1 — What constitutes bond — Note — Holding Company Act. 


3. A note qualifies as a bond within the meaning of § 7(c) of the Holding 
Company Act, 15 USCA § 79g(c), when it is secured by a deposit of 
securities as collateral, p. 313. 


Security issues, § 82 — Propriety of note issue — Retirement of stock — Liq- 
uidating corporation. 


4. A corporation created under a plan of reorganization to liquidate utility 
subsidiaries of a holding company may be permitted to issue notes to secure 
funds with which to retire preferred stock, although, generally speaking, 
a proposal to substitute debt money for equity money would not be ap- 
proved, p. 314. 


(E1cuer, Commissioner, dissents.) 
[June 29, 1940.] 
| S amengnin by registered holding company pursuant to 
§ 7 of the Holding Company Act, supra, relating to the 
issuance of a note; approved subject to conditions. 
¥ 
AppEARANCES: H. C. H. William- By the Commission: Ogden Cor- 
son, of the Public Utilities Division poration (hereinafter sometimes re- 
of the Commission; Simpson, Thach- ferred to as Ogden, the company, or 
er & Bartlett, by J. P. Murtagh, for the declarant) a registered holding 
Ogden Corporation. company, organized pursuant to the 
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Plan of Reorganization of Utilities 
Power & Light Corporation’ filed a 
declaration, as amended, pursuant to 
§ 7 of the Public Utility Holding 
Company Act of 1935, 15 USCA 
§ 79g. The declarant proposes to 
borrow $4,400,000 from the Manu- 
facturers Trust Company, New York 
city, evidenced by a note repayable 
on or before three years* from date 
with interest at the rate of 24 per cent 
per annum, the note to be collateral- 
ized as more fully set forth herein- 
after. 

A public hearing having been held 
upon said declaration, as amended, 
after appropriate notice, and the Com- 
mission having examined the record, 
makes the findings hereinafter set 
forth. 


The Proposed Transaction 


Pursuant to the Plan of Reorgani- 
zation there were issuable to the per- 
sons entitled to participate therein 
$12,833,781.34 in principal amount 
of 5-year sinking-fund 44 per cent 
debentures, 192,506.72 shares of 5 
per cent preferred stock of par value 
$50 each and 3,404,133.39 shares of 
common stock of par value $4 each. 


The net proceeds of the sale of the 
common stockholdings of Indianapo- 
lis Power & Light Company were ap- 
plied to the redemption of all the 5- 





year sinking-fund 44 per cent de- 
bentures and to the redemption of 96,- 
092 shares of said 5 per cent preferred 
stock.® 


The company now proposes to bor- 
row $4,400,000* and redeem the re- 


maining 96,414.72 shares of the said | 


5 per cent preferred stock.’ The loan 


would be evidenced by a note which | 


provides, among other things, an in- 
terest rate of 24 per cent per annum 


payable in monthly instalments, that | 
Ogden will not, prior to the payment | 
of the note, “(a) incur any debt or | 
other obligation, direct or contingent, | 
other than current obligation for : 
wages, taxes, and other current items : 
in the usual course of business; (b) 
mortgage or pledge any of its assets; | 
or (c) sell any of its assets except | 
(1) to the extent that the net pro- | 
ceeds of any such assets so sold shall | 
be applied in payment of the princi- 
pal and interest on this note, and also 
except (2) that it may sell assets val- § 
ued at not more than $50,000 without 7 
being required to make such applica- § 


tion of such proceeds.” 


In addition to the foregoing nega- | 
tive covenants, the note provides inter ; 
alia for prepayment in whole or part [ 
at any time without premium there- J 
for; for acceleration of maturity un- 7 
der certain conditions; that if de- 7 
fault® shall occur the bank may sell f 





1The Plan of Reorganization, approved by 
the Commission on July 26, 1939, Holding 
Company Act Release No. 1655, was con- 
firmed by the United States district court for 
the northern district of Illinois, eastern divi- 
sion having jurisdiction in the matter on Jan- 
uary 2, 1940. 

2 The declarant substituted a note collater- 
alized for a 3-year period in lieu of the orig- 
inal note, which was for one year with privi- 
lege of renewal for a period not exceeding 
two years, upon deposit of certain collateral. 

8 Called for redemption on May 18, 1940, 
and May 23, 1940, respectively. 


4The company estimates $541,268.75 treas- 
ury funds will be required to effect the trans- 
action as of June 30, 1940. 


_5The preferred stock is redeemable at any 
time, upon at least thirty days notice, at $50 


per share, plus dividends accrued to date of 
redemption. 

6 Acts of default are generally: 

me? Failure to pay punctually any sum pay- 
able. 

(2) Becoming insolvent or suffering other 
acts kindred thereto. 

(3) Failure to fulfil any other covenants. 
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the collateral without notice at public 
or private sale, and also may purchase 
such collateral at such sale free of eq- 
uities of redemption, Ogden being ob- 
ligated to pay any deficiencies arising 
therefrom; that failure to exercise 
any of its rights does not amount to 
a waiver thereof by the bank, and for 
exchange of securities used as col- 
lateral as may be agreed on. The note 
agreement further provides as fol- 
lows: 


“Upon the application to the pay- 
ment of this note of the sum of $3,- 
000,000 from the proceeds realized 
from the portion of the collateral con- 
sisting of loans receivable and com- 
mon stock of Derby Gas & Electric 
Corporation, or from any other source 
than proceeds of the collateral other 


Description 
Derby Gas & Electric Corporation: 


Loans Receivable—5% 
Common Stock 


The Laclede Gas Light Company: 


than said loans receivable and com- 
mon stock of Derby Gas and Electric 
Corporation, Ogden Corporation 
shall be entitled to withdraw from de- 
posit under this note and to have re- 
leased from the lien created by the 
terms of this note the following prop- 
erty which constitute part of the 
above-described collateral : 
Principal amount or 
number of shares 
Derby Gas & Electric Cor- 
poration : 
Loans receivable—5% .. $5,000,000 
Common stock 50,000 shares 
Provided that at the time of such withdrawal 


or release no default shall have occurred un- 
der this note.” 


This note will be secured by secu- 
rities of and claims against the major 
utility subsidiaries of Ogden as set 
forth in the following tabulation: 

Value as Carried 
on Books of Ogden 


Corporation as of 
January 2, 1940 


Principal Amount 
or Number of 
Shares 


$5,000,000 } 


50,000 shares $5,000,000 


54% Series D First Mortgage Collateral Tr. 


Ref. Gold Bonds due February 1, 1960 


6% Series A Collateral Trust Notes due August 


1, 1942 
5% Cumulative Preferred Stock 
Common Stock 


Laclede Power & Light Company: 
Common Stock—V. T. C. 
Common Stock 
Unsecured Notes—6% Demand 
Loans Receivable—5% 


Litchfield & Madison Railway Company: 


4% Non-Cumulative Preferred Stock 
Common Stock 


Newport Water Corporation: 


$6 Preferred Stock 
Common Stock 
Loans Receivable—6% 


$242,000 
5,345 shares 
90,466 shares 


32,381 shares 
10 shares 


5,000 shares 
5,000 aaat 


10,000 shares 
$512.821.42 


$764,024 


8,218 shares } 


$14,914,024 


* Subject to reduction of an undetermined amount on account of pledge of $358,000 face 
value 6%, series A, collateral trust notes, due August 1, 1942. 
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In addition to the lien on the fore- 
going securities any other property 
and/or securities coming into posses- 
sion of the bank is subject to the lien, 
including bank deposits. 


Financial Considerations 


Generally speaking, a proposal to 
substitute debt money for equity mon- 
ey cannot be entertained without mis- 
givings, much less approved, but oc- 
casionally, as we find here, there are 
clearly distinguishing circumstances.* 

The declarant is the “new com- 
pany” referred to in the Plan of Re- 
organization, and as such it is com- 
mitted to a policy of liquidation of its 
utility subsidiaries. Atlas Corpora- 
tion,” the proponent of the plan, rec- 
ognized that such scattered utility sub- 
sidiaries of the predecessor company 
could not be operated efficiently, ab- 
sent the necessity of complying with 
the integration provisions of the 
Act.® 

Ogden exists primarily to dispose 
of its utility assets, and to utilize the 
proceeds from such sales to retire its 
securities which were given in ex- 
change for the securities of its pred- 
ecessor. 

Thus, the liquidation program is in 
fact something that is not wholly dis- 
similar from a plan under § 11 (e) of 
the act, 15 USCA § 79k (e).° 


The policy of retirement of the pre- 
ferred stock is expressed in the cer- 
tificate of incorporation of Ogden in 
the requirement that after the deben- 
tures have been retired, 30 per cent of 
the net proceeds of the sale of any 
assets must be applied to the redemp- 
tion of the preferred stock. 

The company is, therefore, at- 
tempting to liquidate its utility hold- 
ings, two such matters being present- 
ly before this Commission, namely 
the Derby” and the Central States" 
properties. While the assets of the 
predecessor company were under con- 
trol of Charles True Adams, trustee 
of the estate of said debtor company, 
we approved the sale of debtor’s in- 
terest in the Newport Electric Corpo- 
ration.” Recently we approved the 
sale of the common stock of Indiana- 
polis Power & Light Company,” by 
the trustee and/or Ogden Corpora- 
tion. 

Mr. Brewster, president and direc- 
tor of Ogden Corporation testified, 
“By borrowing this money and retir- 
ing the preferred stock, we in effect 
are anticipating the requirements of 
the plan in respect to the sale of prop- 
erty.” 

Our record discloses that a saving 
to the common stockholders of $110,- 
000 per annum will result from the 
loan if made; being the difference be- 





* See also post, p. 314. 

7 Atlas Corporation and its two subsidi- 
aries, American Company and Wasatch Cor- 
poration, hold 49.058 per cent, 17.578 per cent, 
and 9.217 per cent, respectively, of common 
stock of Ogden, and 43.503 per cent, 14.635 
per cent (Wasatch is not included in the 20 
largest holders of record of 5 per cent pre- 
ferred stock) of the 5 per cent preferred stock 
respectively. 

8 On this topic generally, see Re Utilities 
Power & Light Corp. Holding Company Act 
Release Nos. 1655 and 1655-A. 

®The Plan of Reorganization requires the 
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new company to submit a plan pursuant to 
§ 11 (e) of the act, supra, within thirty days 
after entry of the order discharging the Trus- 
tee of the Debtor. 

10Re Adams, Trustee of the Estate of 
i Power & Light Corp., File No. 58- 


11Re Adams, Trustee of the Estate of 
gaa Power & Light Corp., File No. 56- 
8 


124 SEC 999 —? Holding Company Act 
Release No. 1545 


18 Holding Company Act Release No. 2001. 
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tween the 5 per cent preferred stock 
dividend requirements and 24 per 
cent interest requirement of the pro- 
posed loan in the amount of $4,400,- 
000. This saving was a major factor 
in the deliberations of the board of 
directors of the company when it con- 
sidered the advisability of making the 
proposed loan. 

[1] The company hopes to liqui- 
date this loan from the proceeds of 
the sales of utility assets, discussed 
supra. ‘Thus, it becomes appropriate 
to consider the liquidation of the loan 
from an earnings standpoint. 

The following tabulation shows 
that estimated earnings available for 
common stock, if the loan is made, to 
be $257,559 for the 12-month period 
ending April 30, 1941; 


Estimated Income and 
Expense, May 1, 1940 to 
April 30, 1941 (Under 
conditions existing as 


of April 30, 1940) 


Total Income 
Total Expenses 


Gross Income 
Deductions from Gross Income: 
Interest on Proposed Note Payable of 
$4,400,000 at 24% 
Miscellaneous 


Total Deductions 


Net Income 


Deduct : 

Dividend Requirements on 96,414.72 
Shares of 5% Cumulative Preferred 
Stock (to be retired from proceeds of 
proposed loan) 


Balance Available for Common Stock .... 


Times Interest Earned 
Times All Charges and Preferred Dividends 
Earned 


Assuming that the above estimate 
is typical of annual income to be re- 
ceived during the life of the note, it 
is reasonably clear that the proposed 
loan cannot be repaid from current 
earnings. However, the company in 
its estimates of cash for a 3-year pe- 
riod from June 3, 1940, shows that 
as of June 3, 1940 their cash balance 
exclusive of special funds was $3,- 
420,107.65, adding thereto the pro- 
ceeds of the proposed loan, in the 
amount of $4,400,000, would result 
in total cash amounting to $7,820,- 
107.65, and deducting from this an 
amount of $4,941,268.75 needed to 
redeem the preferred stock would 
leave a balance of $2,878,838.90. The 
company estimates the net cash addi- 
tions during the ensuing 3-year period 


Pro Forma Statement of 
Estimated Income and 
Expense, May 1, 1940 to 
April 30, 1941, Giving 
Effect of Proposed Loan 
$699,149 

306,590 


$392,559* 


$699,149 
326,390 


110,000 
25,000 
$25,000 $135,000 


$347,759 


$241,037 
$106,722 $257,559 
3.57 


1.40 2.91 


* The declarant has estimated that in addition it will receive cash for interest not earned 
by its subsidiaries amounting to approximately $471,804 which amount is not considered as 


revenue by the declarant. 





14 Dividends on the preferred stock are cu- 
mulative, but accumulations of dividends do 
not bear interest, 
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15 As of June 30, 1940, 
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from June 3, 1940, would be in the 
amount of $2,089,890,?* which added 
to the balance of $2,878,838.90 as of 
June 3, 1940, would amount to $4,- 
968,728.90 from which we deduct 
$4,400,000 needed to liquidate the 
loan, which leaves $568,728.90. 


Funded Debt: 
24% Note to Manufacturers Trust Company, 
due three years from date 
Capital Stock: 
5% Preferred Stock, $50 par 
96,414.72 shares 
Common Stock, $4 par 
shares 
Surplus: 
Capital Surplus 
Earned Surplus 


value, 


value 3,404,134 


Total Surplus 
Total Capitalization 


Note: Italics denotes red figures. 


Mr. Brewster testified that because 
of the newness of Ogden he had not 
made any determination of the proper 
amount of working capital, but that 
even if Ogden continued as a going 
concern it would not need the amount 
presently retained. 

The foregoing computation of cash 
does not include an estimated amount 
of $700,000 to be received for Og- 
den’s interest in the Newport Water 
Corporation," whose property was 
the subject of condemnation proceed- 
ings. 

On a pro forma basis the ratio of 
funded debt, being the $4,400,000 


proposed borrowing, to total assets of 


$26,644,808 and net assets of $23,- 
291,046 is 16.51 per cent and 18.89 
per cent, respectively, as of April 30, 
1940. 

The following table represents the 
actual and pro forma capital struc- 
ture as of April 30, 1940: 


Per Per 


Actual cent Pro Forma cent 


$4,400,000 18.89 


20.28 
57.28 


22.25 
0.19 


22.44 
100.00 


$4,820,736 
13,616,534 


5,289,731 
45,041 


$5,334,772 
$23,772,042 


$13,616,534 


5,289,731 
15,218 


$5,274,513 
$23,291,047 


58.46 


22.71 
0.06 


22.65 
100.00 














Thus it appears that the asset cov- 
erage for the loan will be approxi- 
mately $5,000 of assets for each $1,- 
000 of debt. It is true the company 
cannot liquidate the obligation from 
earnings, but giving consideration to 
its presently strong cash position it 
appears that it will be able to meet its 
maturity. This of course does not 
include any cash receipts from the sale 
of properties, and there is reason to 
believe that such sales will be accom- 
plished before the loan matures there- 
by augmenting its cash position. In- 
deed if there were no properties to 
be sold for liquidation purposes, fa- 
vorable consideration could not be 
given to this application. 





16 Computed by the company as follows: 
Estimated income for period 5/1/40 
to 4/30/41 $257,559 
Less—Interest included therein 
computed with respect to Cen- 
tral States Power & Light 
Corporation sales contract .. 32,733 
$224,826 
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Cash receipts on investments not 
taken into income because not 
earned by subsidiaries including 
Central States Power & Light 
Corporation ($225,402) 471,804 

Estimated annual cash receipts, 
less expense $696,630 

Estimate for three years $2,089,890 
17Mr. Brewster testified that after the 
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Negotiations, Fees, and Expenses 


The record discloses that Ogden 
did not approach any bank other than 
the Manufacturers Trust Company 
regarding the proposed loan.%* Man- 
ufacturers had been approached in 
the spring and summer of 1939 by 
Atlas Corporation on the theory that 
Manufacturers might be interested in 
acquiring Ogden debentures from At- 
las Corporation when and if it re- 
ceived them. It appears that Manu- 
facturers, in collaboration with men 
from Atlas, then made a study of the 
underlying securities that the new 
company (Ogden) would acquire and 
thereby not only become familiar with 
the securities now proposed as col- 
lateral but also the whole situation. 
About one month’s time was so con- 
sumed, and because none of the oth- 
er depository banks were familiar 
with the situation, the directors of 
Ogden approached Manufacturers 
about the loan. 

However, it should be noted that 
Oswald L. Johnston, a partner in the 
law firm of Simpson, Thacher & Bart- 
lett, attorneys for Ogden and Atlas 
Corporation” is a vice president and 
director of Atlas Corporation and al- 
so a director of Manufacturers Trust 
Company. The testimony of Mr. 
Brewster, concerning these facts, is 
to the effect that Mr. Johnston had 
relatively little to do with the pro- 


posed loan, and since no fees or com- 
missions are paid with respect there- 
to, our Rule U-12F-2 is not appli- 
cable. 

[2] The determination of the in- 
terest rate appears to have been the 
result of a compromise between the 
parties. Rates of 2 per cent for the 
first year, 24 per cent for the second 
year, and 3 per cent for the third year 
were suggested, but an overall rate of 
24 per cent was finally agreed upon. 
We think it unnecessary to find that 
such rate of interest is too high. 

The estimate of expenses in the 
amount of $1,100 was apportioned as 
follows: Accounting services $450, 
legal services $750.%° These estimates 
appear to be reasonable and as such 
we so find. 


Compliance with the Act 


The proposed note is a security 
within the meaning of § 2 (a) (16) 
of the act, 15 USCA § 79b (a) (16), 
and, by virtue of the provisions of 
§ 6 (a), 15 USCA § 79f (a), the 
said security must meet the standards 
of § 7 before we can issue an order 
permitting the declaration to be effec- 
tive. 

[3] We find that the proposed 
note qualified as a bond* within the 
meaning of § 7 (c), 15 USCA § 79 
g (c). Because the note is to be held 
by a single, well-informed investor, 





award was made, liens were placed against 
the same which will have to be disposed of, 
if not compromised, through court. The 
$700,000 is the estimated amount receivable 
after disposal of such liens. 

18Qgden has bank accounts with three 
banks other than Manufacturers Trust Com- 


pany. 

19 See note 7, supra. 

20 Mr. Farrar who testified in this respect 
stated that bills had not been received, but 
that he had been advised informally that the 
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charges would be in such amounts. 

21 Secured notes have been found to be 
“bonds” within the meaning of § 7 (c), su- 
pra, in the following: Re North Boston 
Lighting Properties (1937) 2 SEC 799; Re 
Southwestern Develop. Co. (1937) 2 SEC 
815; Re Community Power & Light Co. 
(1939) 4 SEC 951; Re International Utili- 
ties Corp. (1939) Holding Company Act Re- 
lease No. 1708; and Re Central & South West 
Utilities Co. (1940) Holding Company Act 
Release No. 2037. 
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who has carefully examined the se- 
curities proposed as collateral, we pre- 
scribe that the said “bond” is secured 
by assets of a type and character ap- 
propriate within the meaning of § 7 
(c) (1) (B) (iii), supra. 

Declarant has filed an opinion of 
counsel to the effect that no state 
Commission has any jurisdiction over 
the transaction pursuant to which said 
promissory note is to be executed and 
delivered, and that all applicable state 
laws have been complied with. Ac- 
cordingly, we find subsection (g) sat- 
isfied. 

Finding that the note so secured 
meets the requirements of subsection 
(c), and subsection (g) being satis- 
fied, we proceed to § 7 (d). 

[4] We have adverted to the fact 
that if Ogden were other than the 
liquidating vehicle of Utilities Power 
& Light Corporation, and that, in sub- 
stance we are dealing with a plan pur- 
suant to § 11 (e) of the act, supra, 
facts which clearly distinguish this 
case from the ordinary situation in- 
volved in the creation of a senior se- 
curity, we would be unable to find that 
the proposed transaction complied 
with the standards of the act.* After 
retirement of the preferred stock, the 
capitalization of the declarant will 
consist of common stock and the pro- 
posed debt. The protection afforded 
by denying the application necessary 
would be for the benefit of the com- 
mon stock of which 76 per cent is held 
by Atlas Corporation. It may be as- 
sumed that a stockholder with such 
substantial holdings will not create a 
Situation in any way detrimental to 
the remaining 24 per cent, since quite 
obviously that dominant stockholder 





*See also ante, p. 310. 
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would suffer the greater loss. Fur- 
thermore, after considering the strong 
cash position, coupled with the proba- 
ble augmentation of such cash from 
the sales of assets; the strong asset 
coverage; the return of money to the 
preferred stockholders, which is in 
harmony with the general plan of put- 
ting money into the hands of Ogden 
security holders as quickly as possi- 
ble ; the savings that will accrue to the 
common stock; we see no reason to 
make adverse findings under § 7 (d), 
supra. 

Accordingly, the order will issue 
permitting the declaration, as amend- 
ed, to become effective, subject to the 
following conditions: 

1. That the issue and sale of said 
24 per cent note shall be effected in 
substantial compliance with the terms 
and conditions set forth in, and for 
the purposes represented by, said dec- 
laration as amended; 

2. That the transaction set forth 
in the declaration, as amended, in con- 
nection with the issue and sale of the 
said 2} per cent note, be consummated 
within sixty days after the date of 
this order; 

3. That within ten days after the 
issue and sale of said 2} per cent note, 
declarant shall file with this Commis- 
sion a certificate of notification show- 
ing that such issue and sale have been 
effected in substantial compliance 
with the terms and conditions set 
forth in, and for the purposes repre- 
sented by, said declaration, as amend- 
ed; and 

4. That when all expenses, in- 
curred in connection with the issue 
and sale of said 23 per cent note, and 
the preparation and prosecution of the 
declaration concerned with the pres- 
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ent transactions, shall be actually paid, 
declarant shall file a detailed statement 
of such expenses showing the names 
of persons or entities to whom such 
payments were made, the amount of 
such payments, the accounts charged, 
and a detailed description of the serv- 
ices rendered for which such pay- 
ments were made. 

The redemption of the preferred 
stock is exempt from the provisions 
of the act by virtue of Rule U-12C-1 
(a) (1) since such redemption is ef- 
fected in the manner prescribed by, 
and at a price specifically designated 
in, such security, the indenture under 
which the same was issued; the arti- 
cles of incorporation, or similar fun- 
damental document authorizing or es- 
tablishing the rights of the owner 
thereof. 

An appropriate order will issue. 

Commissioner Healy concurs in the 
result but reserves the right to file a 
separate opinion herein ; Commission- 
er Eicher dissents; Commissioner 
Henderson was absent at the time of 
the Commission’s consideration of 
this case and did not participate there- 
in. 


EIcHER, Commissioner, dissent- 
ing: This application should be de- 
nied. It is a step backward. No in- 
genuity can square it with the stand- 
ards of the act. 

In its essentials, the proposed ac- 
tion amounts to nothing more than 
incurring debt in order to retire pre- 
ferred stock. The only justification 
offered is that there will be a saving 
to the common stockholders because 


the loan will have a lower interest rate 
than the present preferred dividend 
rate. This is, of course, the invaria- 
ble justification offered for the crea- 
tion of senior securities. If the ap- 
plicant’s expectations regarding liqui- 
dations of property are reasonable, 
the anticipated savings are diminished 
to the inconsequential... Time and 
money, both of the applicant and of 
the government, will have been ex- 
pended without purpose. 

But leaving these considerations 
aside, there are at least five reasons 
why the application should be denied. 

1. The principal effect of the pro- 
posed action will be to have Ogden 
Corporation borrow $4,400,000 of 
which $2,872,750 will flow to Atlas 
Corporation in redemption of the pre- 
ferred stock owned by it. Certainly, 
Atlas has no contract right to such 
accelerated redemption of its pre- 
ferred stock, nor does it enjoy any 
such right in its status as the apparent 
controlling common _ stockholder. 
This transaction, in my opinion, 
should be scrutinized by us in the light 
of the standards of § 12 (a) 15 US 
CA § 79 e, which prohibits the im- 
pairment of a subsidiary’s credit for 
the benefit of the parent, Atlas being 
to all intents and purposes the parent 
of Ogden.? 

2. The proposed loan does not qual- 
ify under § 7 (c) (1) (B), supra. 
It is, of course, not secured by a “‘first 
lien on physical property of the declar- 
ant,” or by an obligation of a sub- 
sidiary similarly secured. True, we 
are authorized to approve a bond that 
is secured by “any other assets of the 





1In this connection, it appears that Ogden, 
having approximately $3,400,000 cash on 
hand, could retire a substantial amount of 
the preferred stock without assuming the 
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burden of debt. 

2 The application of Atlas Corporation for 
exemption as a holding company is pending 
before this Commission. File No. 31-154. 
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type and character which the Com- 
mission by rules and regulations or 
order may prescribe as appropriate in 
the public interest or for the protec- 
tion of investors.” This provision, 
intended as an escape in exceptional 
cases from the rigidity of the first al- 
ternative, should not in my judgment 
be invoked at all where the only ex- 
ceptional character of the application 
is its complete lack of merit. But if 
invoked, how apply it? What is the 
type of these miscellaneous securities 
which the Commission is prescribing 
“as appropriate in the public interest 
or for the protection of investors?” 
and what is the “character” of the se- 
curities, among them being the com- 
mon stock of Central States Utilities 
Corporation, known to be worthless, 
to say nothing of some of the other 
securities of much the same “charac- 
ter ?” 


3. Section 7 (d) requires adverse 


findings. The proposed note is not 
reasonably adapted to declarant’s se- 
curity structure, as I point out here- 
after. It is not adapted to declarant’s 
earning power; indeed, no attempt is 
made to justify it on this ground but 
rather on the ground that this re- 
quirement is not applicable to a liqui- 
dating corporation for reasons not ap- 
parent to me. Financing by the issue 
and sale of the particular security is 
not necessary or appropriate to the 
economical and efficient operation of 
declarant’s business. On the contrary, 
it introduces a complication not now 
present and which could very well re- 
sult in extreme injury. 

4. From other proceedings pend- 
ing before us and from our own in- 
vestigations we know that the secu- 
rities proposed to be pledged are al- 
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most without exception issued by com- 
panies that are now in need of reor- 
ganization. We know, also, that 
questions as to their enforceability or 
status may exist as to some or many 
of these securities. The practical ne- 
cessities as well as the legal require- 
ments of reorganization or recapitali- 
zation may call for a freedom in deal- 
ing with these securities which is sur- 
rendered by the proposed pledge. 
Therefore, the loan itself and its sup- 
porting lien may impede the very liq- 
uidation of these securities to which 
the applicant must resort for its pay- 
ment. These facts to my mind re- 
quire a finding that “the terms and 
conditions of the issue and sale of 
the security are detrimental to the 
public interest or the interest of in- 
vestors or consumers.” 

5. Finally, the whole transaction 
smacks too much of the “high finance” 
which it was the purpose of the Hold- 
ing Company Act to terminate. If 
this manner of calling the preferred 
stock for redemption is so desirable, 
why wasn’t it proposed when half of 
the preferred stock was called for re- 
demption on May 23rd? The fre- 
quent and wide fluctuations in the 
market price of this preferred stock 
are a consideration that should give 
us pause. 

We face a future pregnant with 
contingency. There is no binding ob- 
ligation on Ogden with reference to 
the remaining preferred stock, except 
to set aside 30 per cent of proceeds 
realized from sale of assets. Corpo- 
rate management that, without con- 
tract compulsion, voluntarily doffs its 
Mother Hubbard of untrammeled 
business action and dons a strait-jack- 
et of shortly maturing secured debt 
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deserves and should expect searching 
examination into the justification for 
its policy. 

Since the foregoing was written, 
Ogden has substituted securities of 
Litchfield & Madison Railway Com- 
pany, and its interests in the Newport 
Water Corporation for its former 
pledge of securities of Interstate Pow- 
er Company and the Central States 
properties. In addition to these 
changes, provision has been made for 
the release of the Derby securities and 
the loan receivable upon payment of 
$3,000,000. 

These last-minute attempts to cor- 
rect some of the more obvious defects 
of this financing do not meet funda- 
mental objections which I believe to 
exist and appear to lend greater force 
to the point that the time and money 
of the applicant and the government 
could better be devoted toward solu- 


tion of the various pressing problems 
existing in practically every subsidiary 
of Ogden. 

I would deny the application. 


ORDER 


Ogden Corporation, a registered 
holding company, having filed a decla- 
ration and amendments thereto pur- 
suant to § 7 of the Public Utility 
Holding Company Act of 1935, su- 
pra, regarding the issue and sale of a 
24 per cent note in the principal 
amount of $4,400,000 to the Manu- 
facturers Trust Company of the city 
of New York; and 

A public hearing having been held 
on said declaration and amendments 
thereto after appropriate notice, the 
Commission having considered the 


record in this matter, and having made 
and filed its findings and opinion here- 
in: 


It is ordered that the said declara- 
tion be and become effective forth- 
with, subject however, to the follow- 
ing conditions : 

1. That the issue and sale of said 
24 per cent note shall be effected in 
substantial compliance with the terms 
and conditions set forth in, and for 
the purposes represented by, said dec- 
laration as amended; 


2. That the transaction set forth 
in the declaration, as amended, in 
connection with the issue and sale of 
the said 23 per cent note, be consum- 
mated within sixty days after the date 
of this order; 


3. That within ten days after the 
issue and sale of said 24 per cent note, 
declarant shall file with this Commis- 
sion a certificate of notification show- 
ing that such issue and sale have been 
effected in substantial compliance with 
the terms and conditions set forth in, 
and for the purposes represented by, 
said declaration, as amended; and 


4. That when all expenses, incurred 
in connection with the issue and sale 
of said 24 per cent note, and the prep- 
aration and prosecution of the decla- 
ration concerned with the present 
transactions, shall be actually paid, 
declarant shall file a detailed state- 
ment of such expenses showing the 
names of persons or entities to whom 
such payments were made, the amount 
of such payments, the accounts 
charged, and a detailed description of 
the services rendered for which such 
payments were made. 
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Re Sydney Kuder 


[Application Docket No. 36334.] 
Certificates of convenience and necessity, § 119 — Temporary service — Motor 


carriers. 


1, The issuance of a certificate to a common carrier to transport property 


for a contract carrier during the latter’s peak season is unnecessary for the | 


service and convenience of the public, since the needs of the contract carrier 
may be satisfied under the Commission rule providing that any carrier may 
use equipment other than its own for a temporary period, p. 320. 


Certificates of convenience and necessity, § 119 — Common carrier service to con- 
tract carriers — Motor carriers. 


2. A common motor carrier should not be authorized to transport for a | 
contract carrier, since such a practice would lead to confusion and open | 


the door to subterfuge and the avoidance of tariff rates, p. 320. 
[June 3, 1940.] 
———— for authority to operate motor vehicles as a 


common carrier for transportation of certain commodi- 
ties; denied in part. 


By the Commission: Applicant 
was granted a certificate of public con- 
venience, at Application Docket No. 
36334, Folder 1, to transport, as a 
Class D carrier, contractors’ equip- 
ment, excavated materials and road 
and building construction materials, 
such as are usually transported in 
dump trucks, between points not to ex- 
ceed a distance of 25 miles from point 
of origin to point of construction or 
disposal in the county of Montgom- 
ery, and the city and county of Phila- 
delphia. 

On March 11, 1939, the applicant 
filed the present application seeking 
approval of the additional right and 
privilege of operating motor vehicles 
as a common carrier for the transpor- 
tation of sand for the Chestnut Hill 
Lumber Company from the borough 


of Morrisville, Bucks county, to 
points in the counties of Philadelphia 
and Montgomery; and brick for 


Young Contracting Company from the. 


borough of Wyomissing, Berks coun- 
ty, to the city of Philadelphia, ex- 
cluding intermediate points. Protest 
to the approval of the right to haul 
brick for the Young Contracting Com- 
pany, Inc., was filed by the Reading 
Company and Reading Transportation 
Company. 

At the hearing, the evidence dis- 
closed that the Young Contracting 
Company, Inc., is a contract carrier 
which, on April 12, 1938, was grant- 
ed a permit under the “Grandfather 
clause” of § 804(a) of the Public Util- 
ity Law to transport brick for the 
Glen-Gery Shale Brick Company and 
the Gerlach & Moranz Brick Company 
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from their respective plants in the city 
of Reading, Berks county, and the 
borough of Ephrata, Lancaster coun- 
ty, to the city and county of Philadel- 
phia, and intermediate and contiguous 
points; to transport brick, paving 
blocks, and tile for the McAvoy 
Vitrified Brick Company from the 
borough of Phoenixville, Chester 
county, to the city and county of 
Philadelphia, the borough of West 
Chester, Chester county, and the bor- 
ough of Darby, Delaware county, and 
intermediate and contiguous points. 
The present application contem- 
plates the transportation by the appli- 
cant, who is a common carrier, for 
the Young Contracting Company, 
Inc., which is a contract carrier as to 
one of the three shippers, viz., the 
Glen-Gery Shale Brick Company, for 
whom the Young Contracting Com- 
pany, Inc., has been granted a permit 


by this Commission to transport its 
brick products. 

The applicant testified that he de- 
sired approval of the present applica- 
tion because he wishes to haul for the 
Young Contracting Company, Inc., 
during the latter’s peak season when 


it needs additional trucks. A repre- 
sentative of the Young Contracting 
Company, Inc., stated that the appli- 
cant was requested by it to seek a cer- 
tificate to perform the desired service 
because the Young Contracting Com- 
pany, Inc., occasionally has excess 
work which cannot be handled by its 
own equipment in peak periods. In 
addition, it was stated the services of 
the applicant are needed to assist the 
Young Contracting Company, Inc., to 
render proper service to the Glen- 
Gery Shale Brick Company. 

It seems the basic purpose of the 
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present application is a desire by the 
Young Contracting Company, Inc., to 
be assured of a source of additional 
equipment during the peak periods of 
its business. This desire of the con- 
tract carrier may be satisfied without 
the issuance of a certificate of public 
convenience to the applicant for the 
contemplated transportation. Under 
Rules 302 and 211 of General Order 
No. 29, Revised, effective July 1, 
1939, any carrier may use equipment, 
other than its own, for a temporary 
period. Rule 211(d) provides that, 
for emergency purposes, but for not 
more than five days in any one month, 
a carrier which desires to use emer- 
gency equipment shall notify the Com- 
mission within forty-eight hours (ex- 
cluding Sundays and legal holidays) 
of the license number and type of ve- 
hicle used in temporary services, the 
name and address of the motor car- 
rier owning the equipment, the use to 
which said vehicle is placed, the na- 
ture of emergency or peak demand, 
and the expected duration of such 
peak demand. 

Rule 211(e) provides that a carrier 
which desires to use the equipment 
of another carrier for a period of 
more than five days in any one month, 
but not desiring to add such equip- 
ment to its equipment certificate per- 
manently, may do so upon the follow- 
ing conditions: (1) The carrier us- 
ing the equipment of the other may 
use it only within the limitations of the 
certificate of the carrier using the 
equipment ; (2) The lease covering the 
use of such motor vehicle shall be re- 
duced to writing, two copies forward- 
ed to the Commission for approval, 
one copy of which shall be returned 
to the carrier on approval by the Com- 
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mission and shall accompany the driv- 
er of such leased equipment at all 
times when the vehicle is in operation, 
and shall be available for inspection 
by a Commission investigator; (3) 
The lease or other arrangement by 
which the equipment of an authorized 
common carrier by motor vehicle is 
augmented, must be of such a char- 
acter that the possession and control 
of the vehicle is, for the period of the 
lease, entirely vested in the au- 
thorized operator in such way as to 
be good against all the word, includ- 
ing the lessor; that the operation 
thereof must be conducted under the 
supervision and control of such car- 
rier; and that the vehicle must be op- 
erated by persons who are employees 
of the authorized operator, that is to 
say, who stand in the relation of 


servant to him as master. 
[1, 2] The above regulations are 


sufficiently elastic to permit the Young 
Contracting Company, Inc., to obtain 
additional equipment when it is re- 
quired. It is, therefore, apparent that 
the issuance of a certificate of public 
convenience to the applicant is not 
necessary or proper for the service, 
accommodation, or convenience of the 
public as the desire of the applicant 
and the needs of the contract carrier 
may be satisfied under the broad pro- 
visions of our General Order No. 29, 
Revised. 

Furthermore, we do not believe a 
common carrier should be given a cer- 
tificate to transport for a contract car- 
rier. To permit such an operation 
would lead to confusion and open the 
door to subterfuge and the avoidance 
of tariff rates. York Motor Express 
v. Public Service Commission (1929) 


96 Pa Super Ct 174, 177. The issu- 
ance of a certificate to a common car- 
rier to serve a contract carrier would 
result in the duplication of service to 
the same shipper, would tend to con- 
fusion as to the actual carrier serving 
the shipper, would permit discrimina- 
tion in the charges to the shipper 
served directly by the common carrier 
in contrast with service by a common 
carrier through a contract carrier, and 
as above stated may open the door 
to subterfuge and evasion of tariff 
rates. 

There remains for consideration 
that portion of the application which 
seeks a certificate of public conven- 
ience to transport sand for the Chest- 
nut Hill Lumber Company from the 
borough of Morrisville, Bucks coun- 
ty, to points in the counticvs of Phila- 
delphia and Montgomery. The 
Chestnut Hill Lumber Company is 
located on the Bethlehem Pike in 
Erdenheim. It purchases sand at 
Morrisville in Bucks county, which re- 
quires delivery to building sites in 
Philadelphia and Montgomery coun- 
ties. Rail transportation is unsatis- 
factory since the railroads do not fur- 
nish pick-up and delivery service on 
sand. If rail transportation is used, 
additional motor truck transportation 
from the sand-pit to the railroad and 
from the railroad siding to the build- 
ing site would still be required. The 
transportation of sand for the Chest- 
nut Hill Lumber Company from the 
borough of Morrisville, Bucks county, 
to points in the counties of Philadel- 
phia and Montgomery is, we believe, 
necessary and proper for the service, 
accommodation, and convenience of 
the public. 
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Customer Usage Data 
© At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 


control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to a fraction of a cent per item, but have obtained monthly 
or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Beston Chicago Detroit Montreal Toronto 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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“Biggest Month in History” 
for Westinghouse 


gre ye peacetime and preparedness ac- 
tivity is reflected in the announcement that 
August, 1940 was the “biggest month in the 
history” of the Westinghouse Electric & Man- 
ufacturing Company. 

George H. Bucher, president of Westing- 
house, reported that orders for the month 
amounted to $57,352,054 and that employment 
was approaching the peak months of 1929 and, 
1937. August’s business showed a 68.8 per cent 
increase over July, and business for the first 
8 months in 1940 a 67.1 per cent increase over 
the same period in 1939. The Company’s previ- 
ous record month was October, 1917, when 
orders amounted to $50,000,000. “However,” 
Mr. Bucher pointed out, “a large part of our 
last month’s business was taken at a very mod- 
erate profit, since some $36,000,000 of it repre- 
sents emergency orders for the Government’s 
preparedness program.” 

f all emergency orders were eliminated 
from the August report, the remaining peace- 
time business—more than $20,000,000 worth— 
would still be comparable to the best peacetime 
months in the Company’s history, it was ex- 
plained. Even in the boom year of 1929, West- 
inghouse orders for a single month did not 
exceed $25,000,000. 

Orders received by the Company during the 
first eight months of this year amount to $226,- 
513,813, compared with $135,542,968 for the 
same period in 1939. This advance, reflects 
generally improved business activity among 
industrial, public utility and merchandising 
customers. More than 52,300 persons were em- 
ployed by Westinghouse at the beginning of 
August, an increase of approximately 9,000 
employes over the same month of last year. 

Westinghouse received a _ million-dollar 
order in August for a 65,000-kw turbine gen- 
erator to be installed on the Pacific Coast. A 
public utility in the East has purchased an 80,- 
000-kw, $1,200,000 turbine generator. 


Indiana Utility Plans to 
Spend $2,000,000 

BB caston gn have been let by the Indiana Gen- 

eral Service Company for the construc- 
tion of new electric transmission lines and for 
new substation equipment at a cost of approxi- 
mately $2,000,000, O. M. Drischel, vice-presi- 
dent and general manager of the company, an- 
nounced recently. The company supplies elec- 
tric power and light to Muncie, Marion, EI- 
wood, Hartford City and many other towns 
and cities in fourteen Indiana counties. 


| Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 





The improvements are designed to meet any 
government requirements in connection with 
its emergency defense program. The trans- 
mission lines will give the company two new 
power sources, either of which will be capable 
of supplying as much current as the present 
sources. The L. E. Meyers Company, Chicago, 
has been awarded a contract to construct a 
transmission line from the Muncie substation 
to connect with the Cincinnati Gas and Elec- 
tric Company’s plant near Trenton, O. The 
Hoosier Engineering Company, Columbus, O., 
will build the line to connect the Muncie sta- 
tion with the Public Service Company, near 
New Castle. Construction costs of the two 
lines is $1,140,000. The company will spend 
$475,000 for new equipment at the Muncie sta- 
tion and $186,000 to double the present carry- 
ing capacity of the Deer Creek station. 


Million Pound per Hour Boiler 
Tops Sherman Creek Station 


HE latest extension in the construction 

program of the Consolidated Edison Com- 
pany of New York, Inc., is the topping of the 
Sherman Creek Station. This 200-lb. station, 
placed in operation in 1913 and increased in 
capacity from time to time, contains six tur- 
bine-generators aggregating approximately 
140,000 kw. 

This topping installation will consist of a 
million pound per hour steam generating unit, 
designed for 1775 lb. pressure and supplying 
steam at 1600 Ib., 955 F to a 50,000-kw, 3600- 
rpm turbine-generator exhausting to the pres- 
ent 200-lb. station header. 

The steam generating unit, which is being 
constructed by Combustion Engineering Com- 
pany will be of the three-drum bent-tube type 
with Elesco superheater and economizer, two 
Ljungstrom regenerative air preheaters and a 
steam washer in the steam drum. 

The unit itself will occupy a space of 49 x 
53 ft., between building columns and will ex- 
tend approximately 90 ft. to the top of the air 
heaters, the mills being located at the base- 


ment level. 
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Easily and quickly adjusted 
A model for every need 
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IT’S EASY FOR UTILITY COMPANIES TO SAVE 
MONEY WITH VARI-TYPER .... 


Compose copy for your bulletins, sales manuals, booklets, catalogs, 
rate schedules, etc. in your own office on the composing Type Writer 
with changeable faces and spaces. Any competent typist after proper 
instruction can Vari-Type your work to stencil, metal plate or photo- 
offset master copy with large savings and improved appearance. 


Write today for new specimen portfolio “How Utility 








ly Companies Profit with Vari-Typer’ with actual samples 

th issued by organizations in the utility field. 

S- 

w RALPH C. COXHEAD CORPORATION 

le Manufacturers of Vari-Typer 

“i 333 Sixth Avenue New York, N. Y. 

a 

on 

C- 

1€ 

)., e egeze e zz F ‘ 
.. Public Utilities Fortnightly—The one, complete information service 
ar devoted to the policies, practices and status of utilities, as affected by Gov- 
. ernment, and allied topics. 

1C 

a- Conducted as an open forum for the frank discussion of both sides of 
a controversial utility questions. 


Issued every other Thursday—26 times a year—Annual Subscription $15. 














: COMBINED METERS SANGAMO TYPE HV METERS 








‘ AND TIME-SWITCHES 

£ The Type HV instruments combine a 
“¢ standard singlephase HF watthour 
: meter with a synchronous motor time- 
: switch—in various switching arrange- 
e ments—supplied with or without two- 
x rate register. Low cost installation and 
it ‘venAden eas minimum space requirements make 


them desirable for metering and con- 





TYPE HV-11-A 


trolling off-peak loads. 


odetn , we ob Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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Connecticut Power Company 
Obtains New Transformers 


HE Connecticut Power Company is obtain- 
Bees from General Electric two large 
transformers for transmission lines north 
from Hartford to the Agawam and Cabot 
stations. To be installed at the South Meadow 
Substation in Hartford, each of the new trans- 
formers will be rated 45,000-kva, forced oil- 
cooled, and 30,000-kva, self-cooled. Design 
plans call for three-phase, oil-immersed, out- 
door-type units for 110-kv circuits. 

The present transmission line is a double- 
circuit line designed for 110-kv but operating 
on 66-kv. With the new transformers, the line 
may be operated at its full rated voltage. 


Trolley Coaches for Atlanta 


TLANTA recently added enough trolley 
A coaches to more than double its fleet. 
Three years ago the Georgia metropolis started, 
operation of 22 coaches on three lines. So many 
new riders were attracted that seven more 
vehicles had to be purchased to handle the 
more than 20 per cent additional riding that 
resulted. Now 31 new vehicles have been added, 
28 for new lines and three for increased riding 
on the other lines. 

Since 1937 the Georgia Power Company has 
spent approximately $1,500,000 in modernizing 
Atlanta’s transportation service, including the 
purchase of 60 trolley coaches. The latest ex- 
tensions cover the Buckhead and, Oglethorpe 
lines, replacing street cars. The new service is 
about 20 per cent faster than the street car 


schedules in the Buckhead-Peachtree express 
service, the company has announced. 

The new 45-passenger coaches were built by 
the St. Louis Car Company, 16 with General 
Electric and 15 with Westinghouse electric 
equipment. 


Johns-Manville Increases 
Synthetic Cork Production 


eee synthetic cork to eliminate Amer- 
ica’s dependence on foreign sources of the 
natural product for certain important industrial 
uses is predicted by Lewis H. Brown, president 
of Johns-Manville, in announcing plans for in- 
creasing the company’s output of rock cork, 
a laboratory-developed material. He pointed 
out that vegetable cork was listed by the Army 
and Navy munitions board as a “critical ma- 
terial” in the national defense program. 

Even if neutrality legislation curtails the sup- 
ply of vegetable cork, the increased production 
of rock cork, both present and potential, will 
prevent any shortage of a suitable insulation 
for refrigeration, cold storage, and low tem- 
perature equipment used in processing oils, 
chemicals and other industrial products impor- 
tant to our national defense, according to Mr. 
Brown. 


Chevrolet Truck Sales Climb 


gee of Chevrolet trucks for August totaled 
16,538, an increase of 30.4 per cent over 
1939, according to a recent report by.the manu- 
facturer. The figure for the final 10 days of 
August was 6,641. This is a 59.3 per cent ad- 
vance over the same period last year. 





Taxicabs with 5-cent Fare 
Replaces Street Cars 


A= of 7-passenger Plymouth sedans op- 
erating on a 5-cent fare by the Flat Rate 
Cab Company have replaced street cars for- 





merly run by the West Towns Railway in May- 
wood, Ill. 

As in the former street car service, pas- 
sengers pay a:flat rate of five cents on se- 
lected routes. City ordinances were amended 
to permit the new public transportation service 
which, it is said, gives this Chicago suburban 
community the world’s lowest cab fare. 


New Sedans Fur- 
nish Deluxe Trans- 
portation Service 
» in Maywood, IIl. 
for a Nickel. 
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What questions are 
bothering you about the 
Wage-Hour Law? 


Are any of your employees 
exempt from minimum wage 
requirements? From the 
42-hour week? 

What can be done to avoid 
paying overtime? How 
about time off in the dull 
season? 

Must “waiting time” be count- 
ed as working time? 

What must you do to comply 
with the law if you take a 
contract or subcontract on 
government business? 


The official answers to these 
and 243 other questions about 
what the Government has to 
say about your employment 
policies can save you a lot of 
money and a lot of worry in 
the months ahead. 


Wage and Hour 
Manual 


1940 EDITION 


This book brings you the official answers of the 
Wage and Hour Division to 249 questions asked by 
employers or employees. You will have the full 
text of the Act, the regulations and interpretative 
and explanatory bulletins. You will know how 
the law has been applied to hundreds of situations 
and how the courts are enforcing the law. t 
will tell you what others are doing to protect 
themselves from the penalties and violations. 

In 23 helpful sections it tells how the Wage- 
Hour Law operates, how to handle overtime, who 
is subject to the law, which employees are ex- 
empt, what records must be kept. It covers not 
only the Wage and Hour Act, but the Public Con- 
tracts Act, the Eight-Hour Law, and Anti-Kick- 
Back Acts for public contract work, and the de- 
velopments under state wage-hour laws. 

Don’t wait until the inspector asks to examine 
your records, to investigate this book. Send for 
& copy today and protect yourself. Just one 
helpful hint from this book will more than repay 
its cost to you. 


Examine it for ten days—send the coupon 








Bureau of National Affairs, Inc. 
2201 M Street, N. W., Washington, D. C. 


Send me the 1940 edition of Wage and Hour 
Manual for ten days’ examination on approval. 
In ten days I will send $5 plus a few cents postage, 
or return the book postpaid. (Postage paid on 
orders accompanied by remittance.) 
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will help you main- 
tain 
Public Good-will 
and save valuable 
time when 
Minutes mean 
Dollars 
These powerful Search- 
lights are used by more 
than 2000 Utilities and 


Railroads for emergency 
night work. 


PORTABLES, Too 






A complete line of 
powerful Portable 
Lights with self- 
contained storage 
battery or dry cell. 


i 
es 
HHL eee, III 
HU ret 1H 


Send today for catalog “U-6” and free trial 
offer. 


The Portable Light Co., Inc. 
25 Warren St. New York City 
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Roller Bearing Iron Stand 
Introduced by Silex 


ae iron stand recently developed by The 
Silex Company is constructed with roller 
bearings and a ramp which eliminate the extra 
work of lifting the iron on and off the stand. 
It accommodates all types of flat irons, with or 
without heel rest. 

As it has been estimated that the average 
housewife using a standard iron exerts physi- 
cal labor equal to 5,000 pounds in an average 


day’s ironing, the roller bearing stand should 
be a welcome newcomer to the labor-saving 
appliance family. 

The ramp and roller bearing features per- 
mit sliding the iron up to its resting position 
where it is supported at such an angle that 
only a small portion of the sole plate comes 
in contact with three roller bearings at the 
rear of the stand. For this reason, very little 
heat is conducted from the iron to the stand. 
Because of this factor of comparatively little 
heat in the stand, it has been possible to make 
the stand more compact than any other on the 
market. At the rear, it is spaced only 5/16 in. 
from the ironing board surface. 

The rounded nose of the front lower end 
of the ramp rests snugly into the covering of 
the ironing board pad. This, together with 
the two nonskid feet at the rear, holds the 
stand firmly in position. 

Silex makes this stand in two sizes. Model 
A is for the standard size flat iron, while 
Model B has been designed to accommodate 
larger steam irons. Both are for sale at 95¢, 
retail. Further details may be had by writing 
to The Silex Company, Hartford, Conn. 


Low-Cost Lighting Units for 
Housing Projects 


ar ee ce designed to give efficient lighting 
in rooms of the dimensions used in low- 
rent housing projects are being developed by 
engineers of the United States Housing Au- 
thority in codperation with representatives of 





MARTENS & STORMOEN 
successors to 
THONER & MARTENS 
Heavy Duty Switches 
15 Hathaway S?., Boston, Mass. 














the American Lighting Equipment Association. 
Sample fixtures have been submitted by the 
Association to USHA engineers for testing. It 
is planned to have the fixtures low in initial 
cost, of sturdy construction and with indestruc- 
tible finish. 


Alabama Power Co. Ready 
For Defense Program 


AT kilowatt capacity steam generating 
plant in Mobile, Alabama, is scheduled 
for completion next year by the Alabama 
Power Company. In connection with the na- 
tional defense program, all generating plants 
of the company are being adequately protect- 
ed and guarded. The power supply is adequate 
for present and anticipated loads and the com- 
pany can foresee no possible shortage. 


Steam Turbine-Generators 
Ordered for TVA 


wo 60,000-kilowatt turbine-generators for 

a new steam power plant have been or- 
dered from the General Electric Company by 
the Tennessee Valley Authority in its $65,- 
800,000 program to gear its power-generating 
facilities to national defense needs. 

The step marks TVA’s first steam plant ex- 
pansion; previous development has been en- 
tirely hydroelectric. However, hydro power 
facilities are also being expanded to obtain a 
net increase in capacity of 220,000 kilowatts, 
chiefly for the use of aluminum and nitrate 
manufacture in the Valley. 

General Electric will build the two steam 
turbines to almost the same specifications as 
two units the company is now making for a 
utility customer, although different power-fac- 
tor and, voltage conditions require some 
changes in the generators. The turbine dupli- 
cation will eliminate the need for considerable 
designing work and allow completion of the 
two big machines within about 18 months. 

The new station, to be located at Watts Bar, 
near Chattanooga, is expected to be in opera- 
tion soon after the first of the year in 1942. 

Each of the two turbine units will be sup- 
plied with steam at 850 pounds pressure and 
a temperature of 900 f. Exhaust pressure of 
each turbine will be two inches of mercury 
absolute. The generators will be air cooled, 
operating at 1800 rpm. 

Also as part of the program to build up the 
Tennessee Valley as a national defense indus- 
trial section, three large GE waterwheel gen- 
erators, costing more than $1,200,000, have been 
ordered by the TVA for the Cherokee Dam 
powerhouse. Construction of this dam, which is 
located on the Holston River, near Jefferson 
City, Tennessee, will be rushed to provide 
power for new national defense industries in 
this section. 

The new generators will produce 100,000 kva. 
Each rated 33,333 kva, 13,800 volts, and 94.7 
rpm, the units will, be furnished with G-E 
exciters and air coolers. 
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Gas Appliance Group to Meet 
in Atlantic City 


HE Association of Gas Appliance and 

Equipment Manufacturers will hold its 
annual meeting on Monday, October 7th, at 
the Hotel Claridge in Atlantic City, N. J. The 
meeting will be held simultaneously with the 
convention of the Amerian Gas Association 
also to take place in Atlantic City. 

The principal event of the AGAEM meet- 
ing will be the election of officers and direc- 
tors for the next fiscal year. Lyle C. Harvey, 
president, Bryant Heater Co., Cleveland, Ohio, 
is chairman of the nominating committee. 

Frank H. Adams, president of the Associa- 
tion and vice-president of the Surface Com- 
bustion Corp., Toledo, Ohio, will give the ad- 
dress of welcome at the main general session 
on Monday (October 7th) afternoon, 

Individual meetings of the Association’s va- 
rious product divisions will outline their forth- 
coming codperative promotional activities in 
behalf of gas appliances. 

The Gas House Heating and Air Condition- 
ing Equipment Division and its sub-groups will 
hold meetings on Sunday (Oct. 6th) afternoon 
prior to the actual opening general session. 
W. L. Seelbach, secretary and treasurer of the 
Forest City Foundries Co., Cleveland, is chair- 
man of this division. 


ae 
Equipment Literature 
Load-Center Distribution 


Ways to save with load-center distribution 
of electric power is the subject of an 8-page 
illustrated bulletin (GEA-3377) issued by the 
General Electric Company, Schenectady, N. Y. 
Conveyor Bearing 

A new hanger bearing for screw conveyors 
is described in Bulletin 640 recently issued by 
Stephens-Adamson Mfg. Co., Aurora, III. 

The new type bearing is an important de- 
velopment in the complete line of Sealmaster 
ball bearing pillow blocks, flanges, take-up and 
cartridge units. 

The hanger bearing is permanently sealed, 
lubricated for life, self-aligning and has many 
other advantages. The bulletin gives complete 
data on dimensions and prices. 


Power Transformers 


Allis-Chalmers Mfg. Company, Milwaukee, 
Wisconsin, have a new 16-page Bulletin, 
B-6095, on their high voltage power trans- 
formers. It thoroughly illustrates and describes 
fourteen design features available in their lat- 
est large power transformers. 





DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











“Dilec” Safecote Wire 


NEw 36-page booklet (about 9 x 6 in.) on 

“Dilec” Safecote Marked and Measured 

Wire has been issued by the National Electric 
Products Corp. 

The engineering data and other information 
in this publication is proving so valuable to the 
wiring fraternity that the company already is 
making a second printing. 

All types of small diameter wire, including 
Synthetic, are described. The book interprets 
the many code changes that have been made 
with tables illustrating changes effecting carry- 
ing capacity of copper in different insulations 
and thicknesses and number of conductors that 
may be put in a given size of conduit or tubing. 

As stated, the book is informative but it is 
not designed to be a technician’s guide book, 
nor a handbook, and the manufacturer sug- 
gests that the advice of the electrical engineer 
should be sought in developing wiring plans. 

Copies of the book are available upon re- 
quest to the National Electric Products Corp., 
Fulton Bldg., Pittsburgh, Pa. 


Texrope 
LLIS-CHALMERS Mfg. Company, Texrope 
Division, Milwaukee, Wisconsin, has just 
released a completely revised 16-page edition 
of its Texrope Drive Bulletin No. B-6051-A 
It is crammed full of facts and data essential 
in estimating costs, types and sizes of v-belt 
drive equipment by specifiers and buyers in 
every industry. Besides including the latest re- 
vised horsepower ratings, it contains more in- 
formation on Texrope belts, Texsteel, Tex- 
drive and regular cast iron sheaves. Complete 
information is also carried on cast iron ad- 
justable and Vari-Pitch sheaves. Dimensions, 
horsepowers and speed range tables are shown 
for eleven sizes of Vari-Pitch Speed Changers 
ranging up to 75 hp. This new bulletin is now 
available on request. 


Trenching Equipment 

An illustrated folder describing wheel and 
boom type trenching equipment for public util- 
ity w ork has been issued by the Buckeye Trac- 
tion Ditcher Company, Findlay, Ohio. 

A boom type trencher, model 410 is one of 
the machines described. It is designed particu- 
larly for city and suburban work because it 
operates in close quarters. It is only 57 inches 
wide over crawlers and 6 ft. 8 in. in height 
so that it clears over-hanging branches and 
other obstructions. Complete specifications of 
this trencher are given in the manufacturer’s 
bulletin 45. 

Another trencher, a rotary wheel model (11) 
also is said to meet the requirements of many 
utility and communication companies. This 
rotary trencher cuts main line and _ service 
trench up to 22 inches wide and up to 5 ft. 
6 in. deep, at speeds of 34 ft. per minute. A 
separate bulletin also is available on Model 11. 

Other Buckeye material handling equipment 
is briefly described in the new folder, includ- 
ing speed, handling cranes, hard hitting bulldoz- 
ers, fully convertible shovels and fast digging 
trench hoes. 


Mention the FortnicHtLy—It identifies your inquiry 
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Small Diameter Building 
Wires Offer Big Op- 
portunity to Cash In on 


the Need for Rewiring... 


A nationwide survey (reported in the May issue of 
Wholesaler's Salesman) clearly shows the number of 
electrically obsolete buildings in the country. We give 
you here a few outstanding examples. You can be sure 
that all the rest—apartment buildings, factories, other 
types of commercial properties, hospitals and other in- 
stitutions—are in a similar state of electrical obso- 


lescence. 


CRESCENT SMALL DIAMETER BUILDING WIRE, in 
both types SN Synthetic Insulated and RHT Rubber In- 
sulated, is your answer to this urgent need for rewiring— 
a tremendously profitable market waiting for you to 
crack open. Write direct to us or your nearest CRES- 
CENT representative for full information as to sizes 


available, current carrying capacities and the advantages 
of rewiring with CRESCENT SMALL DIAMETER BUILD- 
ING WIRE. 





All types of Building Wire and all kinds of Special Cables to meet A.S.T.M., A.R.A,, 
1.P.C.E.A., N.E.M.A., and all Railroad, Government and Utility Companies’ Specifications. 








Public Utilities Fortnightly September 26, 194 



















22nd Annual Convention of the 


AMERICAN GAs ASSOCIATION [|- 


Atlantic City, N. J. 


October 7-10, 1940 





Gas Industry Day at the 
New York World’s Fair 


October II, 1940 





. For complete information about both 
important events, see the September issue of 
the American Gas Association Monthly. 


AMERICAN GAS ASSOCIATION 
420 Lexington Avenue 
New York, N. Y. 
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PUBLIC UTILITY 
ACCOUNTANTS and AUDITORS 


peed your Report Operations with 


NEW 


Ditto D-44. 


he new Ditto D-44 is revising utility men’s 
ideas on the part a duplicator can play in their 
daily work. 


Because of new lightning-fast automatic 
electric feed, new long press runs, and new 
all-over brightness of copies, the new Ditto 
D-44 is speeding whole operations. 


Without type, stencil or ink it makes 300 
and more bright copies of anything written, 
typed or drawn . . . rate schedules; operating 
and progress reports; specifications, engineer- 
ing drawings; service, factory and work orders; 
forms, and the like . . . 70 copies a minute, 
in one to four colors at once, 6c for the first 
1100, 3c thereafter. Originals can be used re- 
petitively—excellent for accumulative reports. 


Make your department more effective—get 
the whole story of public utility performance 
on gelatine or liquid Ditto duplicators. Use 
coupon for free idea-booklet, ‘Copies, Their 
Place in Business.” No obligation! 


(T) 


HET 


i 


/] 


Mise 


BRINGS AMAZING 
SPEED, ACCURACY 
TO PUBLIC UTILITY ROUTINES 


DITTO, INC. 
2217 W. Harrison St., Chicago, Ill. 
Gentlemen: 


Send me copy of your book, “Copies, Their Place 
Business.” No obligation. 





Public Utilities Fortnightly September 26, 194 








SPEED -~-~- through Grinnell prefabricated assemblies . . . 
cuts down the time between your investment and the day 
that steam begins to flow at a profit .. . makes certain that 
schedules will be met. Carefully engineered, accurate sub- 
assemblies are quickly, easily and economically field-welded 
into a finished piping system — saving weeks over a “‘field- 
built” job. 

The experience of Grinnell assures correct interpretation 
of ideas and plans, pre-testing to qualify for insurance — 
construction to standards commercially practical and tech- 
nically sound. Plant facilities enable Grinnell to serve any 
part of the continent quickly. Follow the lead of hundreds 
of engineers and “Give the plans to Grinnell.” Grinnell 
Company, Inc., Executive Offices, Providence, Rhode Island. 


Branch offices in principal cities. 
PREFABRICATION BY GRINNELL 


WHENEVER PIPING 1S INVOLVED 


Unique header recently completed by Grinnell 





as part of large power piping installation 
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, ASPLUNDH 
P. U. R. QUESTION || EconomicaL LINE CLEARING 


SHEETS 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating problems, as pre- 
sented in the decisions of State and 
Federal Commissions and Courts Clearing lines THROUGH trees to 
in their investigations of public accomplish smooth transmission of 
utility companies. electricity for light, power and 
Ten questions and answers every communications OVER them. 


two weeks—annual subscription 
$10.00. 














ASPLUNDH TREE EXPERT COMPANY 
Home Office JENKINTOWN, PA. Ogontz 3750 
Chicago, U1. Alexandria, Va. Rutherford, N. 


x A 
Randolph 7773 Alexandria 3581 Rutherford 2-7434 
PUBLIC UTILITIES ——— N. ¥. Washington, D. C. = oan. > 
inghamton 4-5314 Shepherd 6115 ew Castle 
REPORTS, INC. Columbus, Ohio Baltimore, Md. Pittsburgh, Penna. 
Adams 5432 Plaza 7656 Atlantic 9798 
1038 Munsey Bldg., Washington, D. C. 


LINE CLEARING 


SPRAGUE COMBINATION METER-REGULATOR 


Send your order to— 























LATEST ACHIEVEMENT 
3 IN 


GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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ROBERTSHAW 
HEAT CONTROLS 





Another big step forward in simplification—heat control dial and 

gas cock handle combined in a single unit and operated with a 

single motion! That saves time for the user. Also it ensures greater 

accuracy in baking-and roasting: the control must be brought 

back to zero each time the gas is turned off, must be reset each 

time it is turned on. Now cooking by gas offers every advantage, 
. including the highest development of automatic control. 





SIMPLE TO SERVICE 


New simplified front calibration, by-pass and pilot adjustment. Can bo 
checked with absolute accuracy at room temperature. 

. Oven valve and thermostat assembly form one unit removable from front 
without disturbing fittings. Cannot be replaced incorrectly. 


ARE YOUR SALESMEN SIMPLE TO OPERATE 
ARMED WITH 
THIS EFFICIENT 
SALES MANUAL? 
It’s boosting earnings 
for thousands of sales- 
men every working day. 
Write for a copy — free. 


“We favor adequate preparedness for 
national defense and recommend enlistment 
in the U S. Army to eligible young men.” 


KOBLRISHAW sPzzDS SALES 


ROBERTSHAW THERMOSTAT COMPANY, YOUNGWOOD, PA. 
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RIiEGIb — 


Thin Blade Cutter 


tot more 


ant cleatiet pipe cuts 


OU know the added toughness and durability of forged steel— 
that’s why FRIGAIDB Cutter Wheels are made of forged tool 
steel. Thin blades assembled in solid hubs—thin for better, faster 
cutting that ends your burr problem, forged to assure many more 


cuts per blade, saving you money. 


The RILAID Cutter always cuts true because steel reinforcing 
makes it warp-proof. You like the efficient “feel” of it, the easy 
spinning to size. For better, easier pipe cutting and lower cutter 


wheel expense, order RRIF from your Supply House today. 


Capacities 
No. 1 ¥e”"-1144" 
No. 2 Ye"-2” 


THE RIDGE TOOL CO., ELYRIA, 0. 


FLED pire Toots 
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His SPEECH at the club lunch- 
eon is going to be about adver- 
tising, and I know just what he’s 
going to say. I’ve read his book. 


“He’s against advertising . . . says it 
adds to the cost of living . . . that it 
misleads and deceives the public. 

“Tommyrot! Dad’s first car cost 
more than two thousand dollars. Ours 
cost less than half that much and it’s 
a better car. 

“Our first package of corn flakes was 
fifteen cents. Now we get two bigger 
packages for fifteen cents and they 
reach us fresher and crisper. 

“Mother wore silk stockings only 
on Sundays because they cost so much. 
I wear them every day! 

“I think the lecturer is all wet. Tell 
him I wouldn’t enjoy his speech. The 
only ad I ever read that sold me a poor 
bill of goods was the one about his 
book.” 

kkKkkk 


Venomous books and speeches, in 
which radical agitators attack adver- 


“Sorry, Im not 
going~IIl be 
shopping instead |" 


tisers, have been much in fashion these 
last few years. But the novelty is wear- 
ing off and interest wanes as one after 
another of the attackers figures prom- 
inently in the findings of the Dies Com- 
mittee. 

Advertising is not a sinister some- 
thing to suspect. It is just a part of 
selling, a proved method of increasing 
business activity—a condition we've 
all been praying for since 1930. 

It has introduced new luxuries and 
improved necessities in towns and vil- 
lages at the same moment as in the 
great metropolitan centers. 

It has played a leading part in lifting 
home drudgery from the backs of 
women, putting the nation on wheels, 
improving our diet, hygiene and ap- 
pearance. By stimulating mass pro- 
duction it has brought down the cost 
of the things we buy. It has helped 
keep our factories busy, our people at 
work, 

Let’s cheer advertising on. Help it to 
give business a lift. What helps adver- 
tising helps you. 


This message is published by 


NATION’S BUSINESS 


It is the 43rd of a series contributed to a 
better understanding of free enterprise. If 
you believe that advertising is a good thing 
and should be encouraged, why not say so 
plainly when you hear it slandered? 











OW many of your customers now 
H seeing this historic moment por- 
trayed in the current movie “Edison the 
| Man” are aware of the tremendous prog- 
7 ress that has been made since Thomas Edison’s 
| first lamp glowed in the Menlo Park laboratory? 
I Here is a magnificent story of which the industry 
} may be justly proud—a story that we must tell 
j and retell to the public. 
| Edison’s early lamps sold for $1.50 each. To- 
| day a 100-watt lamp sells for only 15 cents—and 


j it gives ten times the light. Think of it, a mod- 


ern lamp—at one tenth of the cost—gives ten 
times as much light. This is an improvement of 
100 to one. 

In 1900 when the G-E Research Laboratory 
was organized, the price of electric-light bulbs 
was approximately one cent per candlepower of 
light. In 1939, the price was less than one fifth 





and the power consumption less than one fourt 
as much per candlepower. If no improvemen 
had been made in lamps and they still sold at the 
same price as in 1900, the public would have tq 
spend $600,000,000 more each year to enjoy th¢ 
amount of light now being used. 

Is it any wonder that today nearly twenty-five 
million American homes are lighted by electricity 

We are proud of the important role that ou 
Company has played in carrying on the Ediso 
tradition of persevering, endless research. And 
may we remind you that the resulting contribu 
tions to the progress of the industry are made 
possible through your purchases of Genera 
Electric equipment? 
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NIAGARA 
GAS FURNACES 
are A.G.A. Approved 


ITH copper chrome cast iron; or .. . Toncan 
iron heat exchangers . . . selection of belt or 
direct drive blowers with two speed control... 
summer winter switch . . . modern casing design 
... low prices... and A. G. A. approval, Niagara 
Furnaces meet the demands of speculative and 


contract builders, home owners and utilities alike. 


Write for complete information 


The Forest City Foundries Company 


2500 West 27th Street Cleveland, Ohio 


Established in 1890 
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=lQUICK FACTS ON DUCTS... 


a * on | 





Transite Conduit retains its true 
form under sustained loads... re- 
quires no concrete envelope under- 
ground or in exposed locations. 
When “‘concreting-in”’ is specified, 
thinner walled, lower priced J-M 
Transite Korduct provides the same 
durability and smooth interior. 
Both types of Transite Ducts are 
light in weight, easily handled. 


ET Ey 
CAN FORGE? > 
Y ORROSION 


Smoke, acid fumes, weather or cor- 
rosive soils have little or no effect 
on J-M Transite Ducts. Made of 
asbestos and cement, they will not 
rust, rot or decay. Furthermore, 
Transite Ducts are completely in- 
combystible, do not add to gas 
formation if burnouts occur, and 
have exceptional resistance to flame 
and arc. Maintenance costs are 
practically zero. 


ER 
YOUBLE LAYING 


Cables pull easier through Transite 
Ducts. Even after years of service 
their interiors stay smooth; joints 
remain tight. Cables are readily 
removed and replaced. 


yo 


For complete facts on Transite 
Conduit and Transite Korduct, let 
us send you Data Sheet Manual 
DS-410. Write to Johns-Manville, 
22 E. 40th ‘Street, New York, N. Y. 
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THROUGH THE YEARS KINNEAR 

STEEL ROLLING DOORS HAVE 

PROVED THEIR ABILITY TO Withstand 
the Bombardment of Daily Sowice 


Steel is essential in any war. And in its continuous battle on “costs” Industry 
has long ago found the right weapon to fight “door costs.” Kinnear Steel Rolling 
Doors! Built of steel these doors have strength and durability that practically 
“licks” the question of maintenance and replacement. Aside from their lasting 
qualities, they're fireproof, weatherproof and an effective barricade. Records 
show them to be withstanding, in many cases, the bombardment of 20, 30 and 
40 years of daily service. And this is not all! Kinnear Doors are more efficient 
and convenient to operate. By coiling in a compact space above the opening 
they save space, are out-of-the-way when open and lend themselves ideally to 
motor operation. For maximum industrial preparedness install Kinnear Steel 
Rolling Doors NOW. They’re built for any size opening in old or new buildings! 









CATALOG ON 





THE KINNEAR MANUFACTURING COMPANY | 
2060-80 FIELDS AVENUE COLUMBUS, OHIO y 






Offices and Agents in All Principal Cities " 
Factories: Columbus, Ohio and San Francisco, California : 


INNEAR 


ROLLING DOORS 
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~ |What Counts is the VALUE 
that shows up 





on the job 





An International Model D-300 eaiiencatiaes | eg» with six-man cab working for the San Diego Gas and Electric 
”- 


an Diego, 


There’s a great deal more to Interna- 
tional Trucks than meets the eye when 
you see them rolling along the streets 
and highways or standing on the show- 
room floor. 

We mean the things you’ll find out only 
after you put Internationals on the job 
... things like their Jasting economy, 
dependability, trouble-free performance, 
stamina, and long life. You can’t put 
your finger on qualities like these but 
owners know they’re there. That’s why 
men keep coming back to International 
when they need new trucks. 


International reputation is built as 





INTERNATIONAL TRUCKS 
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Calif. 


much on these “hidden values” that 
come out day after day and year after 
year, as on the sound engineering, quali- 
ty construction, and all-around me- 
chanical excellence that go into these 
trucks. Ask any International owner 
...and then see for yourself by putting 
the right Internationals to work on your 
own loads. The nearby International 
dealer or branch will give you complete 
information, 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue Chicago, Illinois 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re- 
ports, investigations, design and construction. « « «< « « 


THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS e« VALUATIONS e REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO + MILWAUKEE + NEW YORK + WASHINGTON ~ And Other Principal Cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








orsson LOCO, Bacon « Davis, anc. mez casne 


CONSTRUCTION £ APPRAISALS 
OPERATING COSTS ngineers INTANGIBLES 
VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORK CLEVELAND 








J. H. MANNING & COMPANY 


120 Broadway ENGINEERS Field Building 


New York Chicago 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Merges 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








Sargent & Lundy, Incorporated 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 
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PROFESSIONAL DIRECTORY (continued) 









STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK « CHICAGO « PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BARKER & WHEELER, Engineers 

Il Park Place, New York City. 

36 State St., Albany, N. Y. 
Designs and Construction—Operating Betterments— 

Appraisals, gg 2 Psy Systems 

Twenty Years Special Ezp in Development of 
Original Costs, Rastertion ¢ vt “Capital Accounts, a 
tion of Perpetual Property-Record Systems, and U 


— of Municipal and Other Non-Centralized Prever- 
ies, 


Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 SOUTH MICHIGAN AVENUE, CHICACO 








BLACK & VEATCH 


CONSULTING ENGINEERS 
Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHI6, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection wi 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








CHENEY AND FOSTER 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 











ROBERT E. FOLEY 


Erecting Engineer 
Telephone Lines—Rural Lines—Fire Alarme— 
Transmission Lines 


48 Griswold St. 


Binghamton, N. Y. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready ote) 
ence. Their products and services cover a wide range of utility needs. 


A 


Aluminum Company of America 
American Appraisal Company, The 
American Gas A iati 

American Transit Association 
Asplundh Tree Expert Company 





B 


*Babcock & Wilcox Company, The 

Barber Gas Burner Company, The ...................--.---- 
Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers .... 
Burroughs Adding Machine Company 


Cc 





*Carpenter Manufacturing Comy 
Carter, Earl L., Consulting Engineer 
Cheney and Foster, Engineers 


Chevrolet Motor Division of General Motors 
Sales Corp. 23 


Cities Service Petroleum Products 
Inside Back Cover 


Cleveland Trencher Company, The 
Combustion Engineering Company, Ine. .......... 16-17 
Coxhead, Ralph C., Corporation siecle 





D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 
Dicke Tool Company, Inc. 
Dictograph Sales Corporation 
Ditto, Inc. 
Dodge Division of Chrysler Corp. 








E 


Egry Register Company, The 

Electric Storage Battery Company, The 
Electrical Testing Laboratories 

Elliott Company 
Elliott Addressing Machine Co., The 


F 


Foley, Robert E., Erecting Engineer 
Ferd, Bacon & Davis, Inc., Engineers 
*Ford Motor Company 

Forest City Foundries Company 


G 


General Electric Company 
Grinnell Company, Inc. 

















H 


Haberly, Francis S., Engineer 
Hoosier Engineering Company 


I 
International Harvester Company, Inc. 


Professional Directory 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 





K 
Kerite Insulated Wire & Cable Co., Inc., The .... 
Kinnear Manufacturing Company, The 

M 


Manning, J. H. & Company 
Martens & Stormoen 
Merco Nordstrom Valve Comp 











N 


National Affairs, Bureau of 
Nation’s Business 
Neptune Meter Company 
Newport News Shipbuilding & Dry Dock Com- 

pany 











sg 





Pennsylvania Transformer Company 
Pittsburgh Equitable Meter Company .... 
Portable Light Company, Inc., The 


R 


Railway & Industrial Engineering Company .... 29 
Recording & Statistical Corp. ...........-.-.-.--.--s20--0-0-+0 35 
Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 

Robertshaw Thermostat Company 
Royal Typewriter Company, Inc. 
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Sanderson & Porter, Engineers 
Sangamo Electric Company 
Sargent & Lundy, Incorporated 

Silex Company, The Inside Front Cover 
Sloan & Cook, Consulting Engineers 

Sprague Meter Company, The 

Stone & Webster Engineering Corporation 
Sturgis Posture Chair Company 








Vv 


Vulcan Soot Blower Corp. 





Ww 
Westinghouse Electric & Manufacturing Co. 
Outside Back Cover 
Weston, Byron, Company 
Wopat, J. W., Consulting Engineer 
56 



































Cisco Solvent is bringing so many advantages to 
fleet operators that it must not be called merely new 
but REVOLUTIONARY. Cisco Solvent permits the 
for a L E ET internal cleansing of an automotive engine without 
any of the usual labor expense of tearing the motor 
OPE R ATOR S down or taking the head off. Cisco Solvent 
; removes dirt, gum, sludge and varnish from 
Coating epee snd ley. the internal moving parts of an engine—and with 
ups for overhauls can be cut 
down by systematic use of complete safety. It contains a lubricant which pro- 
this new, revolutionary in- tects all parts during the purging process. Through 
ne tao ci —_— soe the application of Cisco Solvent, operators now give 
listed below for complete their vehicles “wide-awake” engine performance, re- 
details. sulting in reduced operating and maintenance cost. 
Learn what Cisco Solvent can do for you. 








Cities Service Oil Companies 


Cities Service Oil Company—Chicago, New York, Cedar 
Rapids, Boston, St. Paul, Grand Forks, Kansas City, Fort 
Worth, Oklahoma City, Milwaukee, Cleveland, Detroit, 
Harrisburg, Syracuse. 


Cities Service Oil Company, Ltd.—Toronto, Ontario. 


Arkansas Fuel Vil Company—Shreveport, Little Rock, Jack- 
son, Miss., Birmingham, Atlanta, Charlotte, N. C., Nash- 
ville, Richmond. 
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Gnvics osts have been reduced on 
street lighting circuits by electri- 
cally welding the tanks for isolating 
transformers—making them weather- 
proof and ‘waterproof. By intensive 
product development; jas well as prac- 
tical promotional programs, Westing- 
‘house aids in the drive for safer streets 
. — lighted electrically. In every field 
of electrical application from power 
generation‘ and distribution to motors 
and control; Westinghouse continually helps reduce maintenance, increasé — 
safety——bringing added satisfaction to your customers, greater load to-your lines. - 


WESTINGHOUSE ELEOTRIO & ‘MANUFACTURING COMPANY, EAST PITTSBURGH, PAL 
Tune in “Musical: Americana,” ‘NV. B. C. Network, Coast-to-Coast, every Tuesday evening. 
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Westinghouse 


ECTRICAI : CENTRAL pe waked. INC 
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